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Chapter 1 
INTRODUCTION
The two decades following World War II were a period of 
unparalleled growth and development in higher education in the United 
States. The objectives and accomplishments of many of our institutions 
of higher education had permitted them to reach the highest level of 
success and public support that had yet been attained in this or any 
other country. Table 1 provides some measure of that growth in quanti­
tative terms. From 1958 to 1968 enrollment in our institutions of 
higher education more than doubled, from 3.2 million to 6.9 million. 
This resulted in a significant increase in the proportion of our young 
adults who were enrolled in school, from about 21 percent of the popu­
lation aged eighteen to twenty-four to over 30 percent in 1968. During 
the same period current fund expenditures of these institutions more 
than doubled in real terms.^ Expectedly, Americans had become willing 
to spend more on education, as evidenced by the 50 percent relative 
increase in the percentage of gross national product which was spent on 
education, from 4.8 percent in 1958 to 7.2 percent in 1968.
But the turmoil and upheaval which has characterized American 
society during the past few years has not left our institutions of
^The phrase "in real terms" means adjusted for the effects of 
the increase in the price level. Throughout this paper the standard 
that has been used is the gross national product implicit price deflator 
for state and local government purchases of goods and services.
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TABLE 1
Selected Data on the Growth of Higher Education in the United States
1958-1968
Enrollment and population:
Population aged 18-24 
Enrollment 
As a percentage of 
population
1958
15,307,000
3,236,414
1968
22.787,000
6,928,115
Average Annual 
Rate of Grovvtĥ  
(Percent)
4.1
7.9
21.2 30.4
Current fund expenditures, 
for fiscal years ($000):
Current dollars 
1958 dollars^
4.543.562
4.543.562
16,565,909
11,620,300
13.2
8.9
Gross national product 
related to expenditures:
Total gross national 
product, for fiscal 
years ($000,000)
Total expenditures for 
education, for fiscal 
years ($000,000)
As a percentage of total 
gross national product
441,134
21,120
4,8
793,544
57,477
7.2
6.0
10.S
Sources: U.S. Department of Health, Education, and Welfare, Office of Education,
Digest of Educational Statistics, 1970 Edition (Washington, D.C.: U.S. Government
Printing Office, 1970), tables 25, 86, and 132, pp. 21, 66, and 99, citing idem, 
circulars on Opening Fall Enrollment in Higher Education, surveys of Financl;.̂ !
Statistics of Institutions of Higher l-.ducation. Biennial Suivey of Education in the United 
States, Statistics on Stare School Syster.s, and unpiiblislied data; U.S. Department of Com­
merce, Bureau of the Ceiisus, Current Population Reports, Series P-25, nos. 311, 314, 385, 
and 441, and unpublished data; and U.S. Department of Connierce, Office of Business 
Economics, Survey of Current Business, August 1965, July 1969, and ^iril 1970.
^Figures derived from a table showing the amount of 1 com̂ iounded annually for 10 
years.
^Deflated using the gross national product implicit price deflator for state and local 
government purdiases of goods and services for fiscal years 1958 and 1968.
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higher education unaffected. Indeed, these institutions have become 
deeply embroiled in many of the more substantive controversies of our 
times. The disequilibrium in our national life has brought on a healthy
mood of skepticism about many of our institutions, and in the opinion of
2many, none is riper for objective reappraisal than higher education.
Coupled with increasing demands on state tax dollars, this 
skepticism has been directly reflected in the unwillingness of many 
state legislatures to continue to appropriate increasing sums of money 
to higher education. Some states have even decreased their support for 
higher education, even in times of substantial inflation, and in many 
cases, increasing enrollments.
The state of Montana falls in this category. In 1971 the state 
legislature decreased the appropriation to the Montana University System 
for the fiscal year (FY) 1972 (the financial year ending June 30, 1972). 
Table 2 indicates that although the six instructional units of the 
Montana University System received 25.2 percent and 25 percent of the 
total general fund for the 1969 and 1971 biennia, respectively, the 
System's share of the total general fund was decreased to 21.2 percent 
for the 1973 biennium.^ Although the general fund appropriation of 
$185,874,000 for the 1973 biennium was 18.5 percent greater than the 
expenditures of $156,916,000 for the 1971 biennium, the University 
System's appropriation of $39,381,000 for the 1973 biennium was only
^"The Responsibility for Reform in Higher Education, " Annual
Report, 1971 (New York: Carnegie Corporation, 1971), p. 3.
^The 1969 biennium include 
and ends June 30, 1969, and so on.
s the two fiscal years 1968 and 1969
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TABLE 2
The Montana University System's Share of General Fund E)q)enditures or Appropriations
1969 Biennium 1971 Biennium 1973 Biennium®
T M  PŸ59 TS5T F77g TôtâT F777 FY7T "RtâT
Total general fund 
expenditures
University System ($000) 14,392 16,965 31,357 18,621 20,578 39,199 19,741 19,640 39,381
Percentage of total
general fund 23.7 26.6 25.2 24.6 25.3 25.0 21.2 21.2 21.2
Total general fund ($000) 60,850 63,790 124,640 75,616 81,300 156,916 93,033 92,841 185,874
CD Percent change from
prior period
University System 17.9 9.8 10.5 25.0 *4.1 -0.5 0.5
Total general fund 4.8 18.5 7.5 25.9 14.4 -0.2 18.5
g-' Sources: [University Syst^n expenditures] The Montana IMiversity System, Office of the Executive Secretary, Financial Report
for Fiscal Year Ending June 30, 1970 (Helena, Montana, 1970); idem., Financial Report of Fiscal Year Ending June 50, 1971 
I (Helena, Montana, 1971).
K [General JPund expenditures] State of Montana, Office of the Governor, Executive Budget 1971-1973 (Helena. Montana, 1971),
E p. A-1; State of Montana, Department of Administration, Budget Bureau, Governor’s Annual keport. Fiscal Year 1971 (Helena,
§ Montana, 1971).
[General fund appropriation] State of Montana, Department of Administration, Budget Bureau, Legislative Summary Report of 
Appropriations Enacted by the 42nd Legislative and Extraordinary Sessions (Helena, Kbntana, l57l)l
Note: University System data are for the six instructional units only.
^Figures for the 1973 biennium are the appropriations.
0.5 percent larger than the $39,199,000 expenditures for the 1971 
biennium. On a year-by-year basis the general fund appropriation of 
$93,033,000 for FY 1972 represented an increase of 14.4 percent over the 
$81,300,000 expended in FY 1971. However, the University System's 
budget of $19,741,000 was 4.1 percent less than their expenditures of 
$20,578,000 for FY 1971.
The Montana University System's general fund appropriation for 
the 1973 biennium was substantially below what the Governor had 
requested and what the individual units believed was an adequate level 
of support for the existing programs and enrollments. The basic 
question which this investigation has attempted to answer is : What was
the impact of the reduced level of funding on the Montana University 
System in general, and, specifically, on the System's two largest units, 
the University of Montana at Missoula and Montana State University at 
Bozeman? Several of the more specific questions which this investi­
gation has sought to answer are: Why did the legislature cut the
appropriation to the System? What changes were affected in the 
financing structure as a result of the cut? What were the changes from 
previous trends in operating budget structures resulting from the cut? 
What was the impact on plans for new programs and the hiring of new 
faculty and staff, or were there program cutbacks and personnel layoffs? 
What was the effect on salary increases and promotions? What were the 
differences in the ways the two units reacted?
Scope and Limitations
The in-depth investigation was confined to the System's two 
largest units, the University in Missoula and the State University in
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
Bozeman. However, because all of the units reacted in generally the 
same manner and because some significant changes have occurred in the 
allocation of funds, the System as a whole, before and after the general 
fund cut, will be evaluated briefly.
The basic limitation under which this study has labored is that 
no definitive means have yet been devised for determining precisely the 
effect of a number of variables on the quality of education. Thus, 
while it is difficult to measure the beneficial effects of increased 
educational appropriations, it is equally difficult to measure the 
losses to those benefits from the reduction in expenditures. The 
current financial adversity may have insidious effects on the quality 
of education over a period of time, which cannot be isolated in a short­
term study such as this.
Apart from the nebulous concept of "quality of education," 
however, it has been possible to isolate many of the specific effects 
of that adversity, such as a halt in the creation of new positions, the 
reduction of physical plant maintenance, or the scrapping of plans for 
new programs. The design of this investigation has been centered around 
the isolation of those effects, in addition to such quantifiable effects 
as changes in cost per student and the reduction of capital expen­
ditures. Cost per student figures, which are often used in year-to-year 
and school-to-school comparisons, must be interpreted carefully. As 
Howard Bowen has put it:
. . . the biggest factor determining cost per student 
is the income of the institutions. The basic principle of 
college finance is very simple. Institutions raise as much
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
money as they can get and spend it all. Cost per student is 
therefore determined primarily by the amount of money that 
can be raised. If more money is raised, costs will go up; 
if less is raised, costs will go down.^
^Clark Kerr, Forward to The New Depression in Higher Education, 
Earl F. Cheit, for the Carnegie Commission on Higher Education and the 
Ford Foundation (New York: McGraw-Hill Book Company, 1971), p. vlii,
citing Howard Bowen, "Financial Needs of the Campus," The Corporation 
and the Campus: Corporate Support of Higher Education in the 1970s
(New York: Academy of Political Science, 1970).
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Chapter 2
THE MONTANA UNIVERSITY SYSTEM
Background on the 1971 Legislative Session
Various explanations for the legislature's reduced appropriation 
to the Montana University System have been advanced. Conversations with 
members of the Senate Finance and Claims Committee and the House 
Appropriations Committee, as well as university administrators, and 
others, have led this author to make certain generalizations about the 
causes of the System's reduced share of state appropriations. Faced 
with the so-called bare-bones budget for the 1973 biennium, most, if not 
all state agencies, received substantially less than Governor Anderson's 
request. Some legislators felt that higher education had been over- 
funded in the past. In addition, student fees were increased by enough 
to offset the general fund decrease for FY 1972. Therefore, the 
reduction was not viewed as a cut by some but rather as a shift in the 
financing structure which required students to pay a higher percentage 
of the cost of their educations.
Others felt a pressing need to provide suitable educational 
opportunities for all of Montana's residents and that vocational- 
technical programs, which might fill that need, should receive more 
support. The feeling also existed that there has been too much 
duplication of programs between units, particularly in such high-cost 
areas as upper division courses and graduate programs.
8
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
But there are more deep-seated reasons. There has been an 
"antiacademic" feeling, a feeling of animosity toward and distrust of 
certain elements of the System for some time on the part of several 
legislators. Opinion is divided as to whether the majority of legis­
lators share this feeling, although some said emphatically they do.
These sentiments were more thinly veiled in the 1971 session and, in 
some instances, actually came out in the open. Such sentiments were 
probably intensified following incidents of campus unrest and publicity 
surrounding the activities of a handful of professors. The Reports of 
the Legislative Auditor on three units in the System, which were 
critical of many of those schools' accounting and administrative prac­
tices may have also been contributing factors. These were some of the 
factors that contributed to the healthy mood of skepticism toward 
higher education in the United States mentioned in the opening para­
graphs which now also exists in Montana. Animosity is also fostered by 
fears that the educational units do not make the most effective use of 
the resources they have. The actions of the 1971 legislative session 
may be interpreted as a message to the campuses in the Montana 
University System to take it upon themselves to increase the efficiency 
of their operations and to search for better ways to serve Montana's 
educational needs. Thus, educators were to reevaluate educational 
priorities in light of the changing social and economic conditions.
That Montana's young people are also questioning the role of higher 
education in their lives was clearly demonstrated by the decline in 
enrollment at five of the System's six units in FY 1972. (The 
University of Montana was the only one of the six units where enrollment
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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increased in FY 1972.) Total enrollment in the System declined about 
3 percent in that year. All six units had enrollment declines in 
FY 1973 and total enrollment declined about 7 percent in FY 1973.
The Montana University System in Perspective
The Montana University System is comprised of six units; the 
University of Montana at Missoula, Montana State University at Bozeman, 
Montana College of Mineral Science and Technology at Butte, Western 
Montana College at Dillon, Eastern Montana College at Billings, and 
Northern Montana College at Havre. The Office of the Executive 
Secretary in Helena coordinates the administrative activities of the 
units with the State Board of Education, ex officio Regents. The 
Montana Agricultural Experiment Station and the Montana Cooperative 
Extension Service are affiliated with Montana State University. Since 
this report is concerned primarily with the instructional aspects of 
higher education in Montana, the data that follow for the Montana 
University System exclude the Experiment Station, the Extension Service, 
and the Office of the Executive Secretary.
Revenue and Expenditure Trends before the 1971 Legislative Session
Financial data of the units of the Montana University System are 
presented in accordance with the Standards Manual of Accounts for the 
Montana University System, and to an increasing degree, in accordance 
with College and University Business Administration, published by the 
American Council on Education. Five fund classifications are used: 
Current funds, student loan funds, endowment funds, plant funds (used 
for the construction and acquisition of the physical plant), and agency
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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funds. Current funds, whose use may be either restricted or unre­
stricted, are further divided into three subgroupings : educational and
general funds, student aid funds, and auxiliary enterprise funds. This 
study has dealt only with educational and general funds (restricted and 
unrestricted current funds), and the succeeding tables include only 
those funds. These are used primarily to support instructional pro­
grams, administration, libraries, and maintenance of the physical plant. 
Excluded are the other two classes of current funds (student loan and 
auxiliary enterprise funds), and the other four fund groups. Auxiliary 
enterprise funds account for such activities as the food service and 
residence halls, family housing, and the health service. See the 
appendix for a more detailed explanation.
Table 3 shows the amounts and sources of revenue (educational 
and general funds) for the six instructional units of the Montana 
University System from FY 1968 through FY 1971. Table 3 indicates that 
the rate of yearly increases in available revenue has been declining 
since fiscal year (FY) 1969 (the financial year ended June 30, 1969).
The $29,077,000 available revenue in FY 1969 represented an increase of
14.9 percent over the $25,311,000 available in FY 1968. The rate of 
increase had declined to 8.1 percent in FY 1971. During the four-year 
period there were also some shifts in the relative dependence on the 
different sources of educational and general revenue. The dependence 
on student fees increased gradually during the period. The revenue of 
$4,690,000 from student fees and collections in FY 1968 represented
18.5 percent of the total revenue available in that year. Partially as
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
TAALE 3
Avüih^le pAtucat ioiuil îfkI HcDcral l'ienl:« aiul tlrpcnüUur^s 
î k>nt«'uia l^ iivcrs ilv  Sv<tci 
Fiscal tears
12
Current Income
Student fees nihl collections
General fund
Mlllage
Federal fieuls
rndOMincnt income
Gifts and grants
Sales arkl service
Oreanitcd activities
Other sources
Total income
Percent change from 
prior period
Expenditures by program
Administration and general 
eqiense 
Instruction and departmental 
research 
Libraries 
Physical Plant 
Subtotal--resident 
Instruction
Organized research 
Extension and public service 
Other sponsored programs^
Total expenditures by 
program
Percent change from 
prior period
Expenditures by object
Personal services
Operations
capital
Total expenditures by object 
Percent change from 
prior period
Fiscal Ye.ir fiscal Year 19t>9 fiscal Year 1970 Fise.tl Year 1971
Awxim* I’crcenl.igc Aiaautit I'et cent age .Vtoiiiit reivcnf ae.c Arxaiuif IV1 cent age
($000) of Tot.al (5000) of Total (5000) of Total (JOOtt) of Total
4.690 18.S 5,187 17.8 6,209 19.3 6,772 19.5
14,393 56.9 16,965 53.3 18,621 57.9 20,578 59.2
4,61$ 13.3 4,931 17.1 5,260 16.3 5,379 15.5
1,148 4.5 1,550 5.3 1,176 3.7 1,074 3.1
302 1.2 250 0.9 253 0.8 256 0.7
6 .....a 1 92 0.3 3
IS 0.1 21 0.1 6 17
U S 0.5 117 0.4 553 1.7 592 1.7
11 « •  « *« * 8 103 0.3
25,311 100.0 29,077 100.0 52,177 100.0 34,774 100.0
14.9 20.7 8.1
2,630 10.9 3,238 11.4 3,450 10.7 3.891 11.2
IS.748 64.3 18,255 64.1 20,486 63.8 22.249 64.0
1,390 5.7 1,660 5.8 1.917 6.0 1,909 5.5
3,300 13.5 3.653 12^8 4,110 12.8 4.297 12.4
23,118 94.4 26,806 94.1 29.963 93.3 32.346 93.0
831 3.4 912 3.2 1.065 3.3 1,188 3.4
257 1.0 342 1.2 394 1.2 417 1.2
292 1.2 443 1.5 678 2.1 825 _ L 1
24,498 100.0 28,503 100.0 32,100 100.0 34.776 100.0
16.3 12.6 8.3
19,611 80.0 22.593 79.3 25.112 78.2 27,881 80.2
5,202 13.1 4,047 14.2 4,924 15.3 5,236 15.1
1.686 6.9 1.862 6.5 2.064 6.4 1.600 4.8
24,498 100.0 28(503 100.0 32.100 100.0 34,776 100.0
16.3 12.6 8.3
Sources: The Ibiitana University System, Office of the Executive Secretary, f inancial Report for Fiscal Year Inding
Jtaie 30. 1970 (Helena, Ibntana, l!>/0); idem , financial Report for fiscal Year In lin» ,iuuc a M T l O ' 1 (iIclcnii “ ^IlSntôna, 1971).
Notes: University System data are for the six Instiuclional units only, 
rounding.
*Lcss than 1/10 of 1 percent.
Detail nay not add to totals because of
“Consists entirely of organi:ed activities relating to educational departrcnts at the University of Montana .'aid Montana 
State University. n*e largest itries are the coiiiiutcr center, closed cimiit TV, attd federa 11 y sponsored Ueace Corps 
training and civil defense prograias at Montana State. The organized activities at the Utiivcrsity of Montana arc tlic 
Forestry i icld Study :uid the coaqiuter center.
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a result of an Increase in student fees in FY 1970, that percent had 
increased to 19.5 by FY 1971.
During the period the dependence on the System's major source 
of revenue, the general fund appropriation, also increased. Whereas
56.9 percent of the educational revenue came from the general fund in 
FY 1968, that percent had increased to 59.2 by FY 1971. Federal funds 
available for educational purposes reached a peak in FY 1969 and 
declined substantially in the next two years.
The second section of table 3 shows the educational expenditures 
broken down into seven major divisions, or programs. The first four 
programs comprise what is known as resident instruction. During the 
four-year period there was not a substantial shift in the allocation of 
resources to the four resident instruction programs. The only dis­
cernible trend was that during the period the proportion of revenue 
allotted to physical plant maintenance declined. The physical plants 
of the six units had received 13.5 percent of the total in FY 1968, 
while in FY 1971 they received only 12.4 percent.
The final section of table 3 shows the same educational and 
general fund expenditures, this time broken down into their final 
object. During the four-year period there was little change in the 
proportion of the budget that was allocated to personal services 
(salaries, wages, and fringe benefits). Personal services accounted 
for 80 percent of the budgets in FY 1968 and 80.2 percent in FY 1971.
The most significant trend was the proportion of the budget allotted 
to capital expenditures declined substantially. Nearly 7 percent of the 
expenditures were made for capital in FY 1968, while in FY 1971 capital
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
14
expenditures constituted only 4.8 percent. Capital is considered any 
item costing more than $100 and having a useful life of more than one 
year, and also including furniture and books. Despite the yearly 
increases in available revenue, the $1,660,000 spent on capital in 
FY 1971 was actually less than the $1,686,000 spent four years earlier. 
This was the start of the trend deemphasizing capital expenditures 
which became much more pronounced in the 1973 biennium, in response 
to the budget cut.
The substantial yearly increases in general educational 
expenditures are explained in part by the fact that student enrollment 
was also growing during the period. The net effect was that resident 
instruction expenditures (considered more relevant than total educa­
tional expenditures) for full-time equivalent (FTE) student increased 
much more gradually during the period. However, table 4 shows that in 
real terms (that is, adjusted for the effects of inflation), expen­
ditures per student actually declined in the two years after FY 1969. 
Therefore, the combined effect of increasing enrollments and inflation 
was that the System was already losing ground in terms of resources 
applied toward the education of the individual student despite rising 
total expenditures.
In addition to the effects of inflation and increasing 
enrollments, there are at least two other factors which indicate that 
the schools* financial expansion had already slowed in the years before 
the 1973 biennium. The first is the increasing tendency for students 
to stay in school longer and to enter graduate programs. During the 
four-year period from FY 1968 to FY 1971, fall quarter enrollments in
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TABLE 4
3. Resident Instruction Expenditures per Full-Time Equivalent Student
w Montana University System
§ Fiscal Years 1968-1971
â FY 1968 FY 1969 FY 1970 FY 1971
8 Resident instruction expenditures ($000) 23,118 26,806 29,963 32,346
i
Percent change from prior period 16.0 11.8 8.0
Full-time equivalent students 19,879 21,640 23,507 24,952
Percent change from prior period 8.9 8.6 6.1
Resident instruction expenditures per 
Ü full-time equivalent student ($) 1,163 1,239 1,275 1,296
Percent change from prior period 6.5 2.9 1.6
Resident instruction expenditures per full­
time equivalent student in 1968 dollars® 1,163 1,165 1,127 1,063*
Percent change from prior period 0.2 -3.3 -5.7
Sources; The Nfontana University System, Office of the Executive Secretary, Financial Report for 
Fiscal Year Ending June 30, 1970 (Helena, Montana, 1970); idem. Financial Report for Fiscal Year 
Ending June 50, 1971 (ilelena, Montana, 1971); and idem, unpublished data (Helena, Montana, 1972).
Notes: Ihiversity System data are for the six instructional units only. "Full-time equivalent" 
students represent an estimate of full-time students based on the total number of credit hours 
registered for and assuming IS credit hours per undergraduate student and 12 credit hours per 
graduate student.
®Deflated using the gross national product implicit price deflator for state and local government 
purchases of goods and services for fiscal years 1968-1971.
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the six units in lower division classes (freshmen and sophomores) 
increased 21 percent, while the junior, senior, and graduate classes 
increased 28 percent, 40 percent and 34 percent, respectively.^ Cost 
per student is higher for upper division courses and particularly for 
graduate programs because classes are smaller and more faculty time is 
required.
The second factor is that higher education, along with some of 
the other service sectors in the economy, does not benefit from produc­
tivity gains.G Therefore, increases in salaries and benefits to faculty 
and staff can only be reflected in increasing costs. Additionally, some 
of the costs of the goods and services purchased by institutions of 
higher education have a tendency to increase more rapidly than costs in 
general.^
Although the 1971 legislative session serves as a convenient 
dividing line between a period of financial growth and one of financial 
adversity, some of the signs of that adversity were already apparent 
before the 1971 legislative session.
Financing and Expenditure Trends for the 1973 Biennium
There are some differences between the funds included in the 
financial statements used to compile table 3 and those included in the
^"Enrollments," Material for Legislative Budget Hearing (Helena, 
Montana: Office of the Executive Secretary, Montana University System,
1971).
%err, p. xii.
^Ibid., p. xiii.
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annual operating budgets used to compile table 5. Therefore, to provide 
better comparability between years and because expenditure data are not 
available for FY 1972 or FY 1973, the reaction to the current budgetary 
difficulties must be evaluated from the operating budgets. For com­
parative purposes the last year of the previous biennium (FY 1971) is 
included in table 5.
The State Board of Education, ex officio Regents, increased 
individual student fees by $15 per quarter for resident students and 
$60 per quarter for nonresident students starting in FY 1972, due in 
part to the realization that the legislature was not going to provide 
the System with its previous share of the general fund. The resultant 
increase of over 17 percent in student fee collections in FY 1972 more 
than made up for the 4.1 percent drop in the general fund appropriation.
In contrast to the yearly increases in funds available in the 
1969 and 1971 biennia, the increase from FY 1971 to FY 1972 was only 
about 1.5 percent. The actual increase in funds available was slightly 
greater than this, but because of general belt-tightening, several of 
the units did not spend all the funds that had been collected.® The 
trend toward increased dependence on student fees and declining relative 
importance of general fund revenue is continued in the budget for 
FY 1973. The 4.7 percent budgeted increase in funds available in 
FY 1973 is largely a result of a projected increase in student fee 
collections and the large carry-over from the prior period.
8See footnote a to table 5 for a more complete explanation.
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Annual Oi>cratiiig Buügets for FkUicational and General Funds 
Montana University System 
Fiscal Years 1971-1973
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Fiscal Year 1971 Fiscal Year 1972 Fiscal Year 1973
Amiount I’erccntage Amount Percentage Amount Percentage
($000) of Total ($000) of Total ($000) of Total
Financing
Student fees 6,596 19.4 7,646 22.2 8,564 23.7General fund 20.586 60.6 19,741 57.3 19,640 54.4Millage 5,380 15.8 5,712 16.6 5,950 16.5Federal funds 749 2.2 777 2.3 797 2.2
Gifts, grants, and interest 230 0.7 485 647 1.8Sales and seivice 62 0.2 16 ____ b 18Carryover from prior period* 349 1.0 92 0.3 461 1.3
Total 33,952 100.0 34,469 100.0 36,078 100.0
Expenditures by program
Administration and general 
expense 3,498 10.3 3,737 10.8
Instruction and departmental 
research 23,010 67.8 22,978 66.7
Libraries 1,869 5.5 1,875 5.4
Physical Plant _4,2S6 12.6 4,495 13.0
Subtotal--resident '
instruction 32,663 96.2 35,085 96.0
Organized research 1,056 3.1 1,121 3.3
Extension and {xiblic service 233 0.7 262 0.8
Total 33,952 100.0 34,469 100.0
3,891
24,232 
1.826 
■ ■<,750,
34,699
1,117
262
36,078
10.8
67.2
5.1
13.2
96.2
3.1 
0.7
100.0
Expenditures by object
Salaries and benefits
Operations
Capital
Grants and benefits 
Total
Percent change in total 
from prior period
27,717 
4,572 
1,657 
 6
33,952
81.6
13.5
4.9
100.0
28,592 
4,656 
1,221 
 0
34,469
83.0
13.5
3.50.0
100.0
30,204 
4,812 
1,062 
 0
36,078
83.7
13.3
2.9
0.0
100.0
1.5 4.7
Sources; The ibntana University System, Office of the Executive Secretary, Budgetary Data, Item 219-000, Budgets, 
Fiscal Year 1071-72, July 12, 1971 fiiclina, f-fcnlana, 1971); idem, B'xtgotary Data, Item 222-l»iQ, Buckets, iTscal Year 
1972-73. April 10, 1072 [Helena, fbntana, 1972).
Notes: University System data are for the six instructional units only. Detail may not add to tot.ils because of
rounding.
*The amounts listed as carryovers arc revenues that vero collected in tlie prior period but were not expended, and 
thus, were carried over to the next period. They consist mostly of student fees. Ibwcvcr, $113,000 of the $461,000 
for FY 1973 is from the mi 11 age account at Montana State University, collected in FY 1972. Ttic anomits listed in
the categories other than the carryover category are the net amounts, expected to be expended in those years.
**Lcss than 1/1(1 of 1 percent.
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On the expenditure side, most of the belt-tightening in FY 1972 
occurred in the programs Instructional and Departmental Research, and 
Libraries. Budgeted expenditures for the other five programs increased 
an average of 6 percent. The most revealing figures are those showing 
the breakdown of expenditures by object which are probably the best 
general indicators of the combined reaction of the six units to their 
current budgetary problems. The percentage of total expenditures which 
went to salaries and benefits increased from 81.6 percent in FY 1971 to 
83 percent in FY 1972. This increase resulted from a 3.2 percent 
absolute increase in expenditures for salaries and benefits.
In a nutshell, salaries were increased on the average about 
3 percent and very few new positions were created.^ But in order to 
provide salary increases even of that size a very substantial reduction 
in nonsalary expenditures was required. Since expenditures for 
operations increased only slightly, this reduction was achieved by 
cutting capital expenditures by 26.3 percent from their level in 
FY 1971. The same general pattern is evident in the budgets for 
FY 1973. Budgeted salaries and benefits for FY 1973 are 5.6 percent 
greater than for the previous year, which approximates the average 
salary raises. Since the budget for operations was increased over 
FY 1971, another substantial reduction, 13 percent from FY 1972, in 
the capital budget was required.
^Percentage approximated from data listing average salary 
increases at each institution in Budgetary Data, Item 219-000, Budgets 
Fiscal Year 1971-72, July 12, 1971 (Helena, Montana: Office of the
Executive Secretary, Montana University System, 1971).
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In addition to the continued slowdown In the rate of Increase 
In available revenue, another very significant phenomenon occurred In 
FY 1972. Table 6 shows that total enrollment In the six units dropped 
by 3.3 percent. Despite the small Increase In revenue, the previous 
trend of small yearly Increases In actual expenditures per student and 
the decline In "real" (adjusted for the effects of Inflation) expen­
ditures per student has been turned around. The more substantial 
decline In enrollment In FY 1973, which is estimated at 7.1 percent In 
table 6, would result In an Increase of nearly 13 percent In expen­
ditures per student. The Increase In "real" expenditures per student 
of 8 percent Is the first Increase In that category since FY 1969.
The combination of Increasing costs and a marked reduction In 
the rate of Increase In educational revenue has produced significant 
changes In expenditure patterns. The highest priority has been given 
to personal services, and to maintaining the numbers of faculty and 
staff at their present levels. The cuts have been made largely In the 
most painless areas. A comprehensive study by Earl F. Chelt of the 
financial conditions at forty-one colleges and universities for the 
Carnegie Commission on Higher Education and the Ford Foundation Indi­
cated that the reaction of the Montana University System is typical of 
the schools In similar financial conditions which were part of their 
study. Professor Chelt said of the typical reaction:
Like anyone reacting to adversity, academic adminis­
trators' first hope Is that this new situation is temporary
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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and that the painful cuts into operations, programs, and 
quality can be postponed. They turn naturally to the 
adjustments that cause the least personal hardship and the 
least interference with essential academic activities.^®
l®Earl F. Cheit, The New Depression in Higher Education, a 
General Report for the Carnegie Commission on Higher Education and the 
Ford Foundation (New York: McGraw-Hill Book Company, 1971), p. 2.
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TABLE 6
Budgeted Resident Instruction Expenditures per Pull-Time Equivalent Student
Montana University System 
Fiscal Years 1971-1973
FY 1971 FY 1972 FY 1973* 
Resident instruction expenditures ($000) 32,663 33.085 34,699
Percent change from prior period 1.3 4.9
Full-time equivalent students 24,952 24,125 22,418
Percent change from prior period -3.3 -7.1
Resident instruction expenditures per
full-time equivalent student ($) 1,309 1,371 1,548
Percent change from prior period 4.7 12.9
Resident instruction expenditures per full­
time equivalent student in 1968 dollars" 1,074 1,069 1,155
Percent change from prior period -0.5 8.0
Sources: The Montana University System, Office of the Executive Secretary, Budgetary
Data, Item 219-000, Budgets, Fiscal Year 1971-72, July 12, 1971 (Helena, ^bntana, 
l97l); uïem',""Blïdgetar\' iri'ta",""Itcür'22 ' 2 " ( j D 0 t s . fiscal Year 1972-73, April 10,
1972 Oielena, >bntana7 19/2) ; idem, unpublished jata~((ielcna, Montana, 1972).
Notes: University System data are for the six instructional units only. "Full­
time equivalent" students represent an estimate of full-time students based on the 
total number of credit hours registered for and assuming IS credit hours per 
undergraduate student and 12 credit hours per graduate student.
®FY 1973 data are based on actual enrollment for suirnior and fall quarters of 1972 and 
projected enrollment for winter and spring of 1973.
**Doflated using the gross national product implicit price deflator for state and local 
govenuncnt purchases of goods .and services for fiscal years 1971 and 1972 and assuming 
a diange of 4.5 percent for FY 1973, slightly less than the 5.25 percent change in the 
deflator for FY 1972.
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Chapter 3
THE UNIVERSITY OF MONTANA IN THE 1969 AND 1971 BIENNIA
A Period of Growth
The University of Montana experienced revenue and expenditure 
trends very similar to those of the Montana University System as a whole 
during the 1969 and 1971 biennia. Table 7 indicates that the rate of 
yearly increase in revenue declined from 16.7 percent from FY 1968 to 
FY 1969, to 9.3 percent from FY 1970 to FY 1971. Student fees increased
in relative importance, from 20 percent of current revenue in FY 1969
to 22.4 percent of current revenue in FY 1970, in part a result of the 
increase in individual student fees in that year. The relative depen­
dence on the general fund appropriation remained fairly constant during 
the period. However, since funds available from the six-mill levy grew 
more slowly than over-all revenue, the percentage of support supplied 
from state sources (millage and general fund) declined slightly, from
77.5 percent in FY 1968 to 75.1 percent in FY 1971.
Nearly all of the seven programs that make up educational and 
general expenditures experienced budgetary increases during the two 
biennia. Within the four programs that comprise resident instruction, 
instruction and departmental research expanded at a more rapid rate 
than over-all expenditures, as evidenced by the fact that the percentage 
of total expenditures for that category increased from 65.8 percent in 
FY 1968 to 67.5 percent in FY 1971. During the period libraries and 
physical plant expenditures experienced a slower rate of increase than
23
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TAW.P. 7
Availnhlc Hliic.iticmal ami General FibkIs and IjqxaiJitures
Current revenue
Student fees 
General fund 
Millage 
Federal funds 
Endohment income 
Gifts and grants 
Sales and services 
Organized activities 
Other sources
Total revenue
Percent change from 
prior period
Expenditures by function
AAainistration 
General expense 
Instructional and departmental 
research 
Libraries
Operation and maintenance of 
Physical Plant 
Subtotal--resident 
instruction
Organized activities 
Organized research 
Extension and public service
Total educational and 
general expense 
Percent change from 
prior period
Expenditures by object
Salaries, wages and benefits 
Academic
Administrative and 
graduate assistants 
Nonacademic 
Employee benefits
Total personal services
Operating supplies 
Equipment
Total educational and 
general expense 
Percent change from 
prior period
18.0 10.6
university of Mant:ui:i, Fiscal Years 1908- 
Fiscal Year 1968 Fiscal Year 1969
■1971
Fiscal Year 1970 Fiscal Year 1971
AXKHUIt
($000)
I'ercent age 
of Total
,\moiint
(5000)
Pcrcont.igc 
of Total
Amount
CÎOOO)
Percentage 
of Total
Amount
($000)
Percentage 
of Total
1,804 20.7 2,043 20.0 2,507 22.4 2,734 22.3
5.135 58.8 6,120 60.0 6,535 58.3 7,350 60.0
1,623 18.7 1,673 16.4 1,800 16.1 1,850 15.1
131 1.5 304 3.0 245 2.2 204 1.7
S 0.1 5 -— —.a 5 — — — — - 5 • * ♦ ♦ •
0 0.0 0 0.0 86 0.8 0 0.0
IS 0.2 21 0.2 6 0.1 16 0.1
23 0.3 28 0.3 22 0.2 34 0.3
0 0.0 0 0.0 0 0.0 54 0.4
8,736 100.0 10,195 100.0 11,207 100.0 12,248 100.0
16.7 9.9 9.3
232 2.7 • 297 2.9 283 2.5 307 2.5
563 6.5 681 6.7 664 5.9 769 6.3
5,669 65.8 6,690 65.8 7,524 66.8 8,262 67.5
630 7.5 700 6.9 758 6.7 792 6.5
1.222 14.2 1,441 14.2 1,446 12.8 1.574 12.S
8,316 96.5 9,809 96.4 10,675 94.8 11,703 95.6
19 0.2 32 0.3 26 0.2 47 0.4
227 2.6 270 2.7 468 4.2 399 3.3
59 0.7 63 0.6 87 0.8 88 0.7
8,621 100.0 10.174 100.0 11,256 100.0 12,238 100.0
8.7
4,192 48.6 4,750 46.7 5,506 48.9 6,166 50.4
805 9.3 943 9.3 1,025 9.1 1,080 8.8
1,579 18.3 1,891 18.6 2.076 18.4 2,087 17.1
469 5.4 580 5.7 726 6.4 811 6.6
7,045 81.7 8,163 80.2 9,334 82.9 10,144 82.9
966 11.2 1,238 12.2 1,394 12.4 1,532 12.5
611 7.1 774 7.6 527 4.7 562 4.6
8,621 100.0 10,174 100.0 11.256 100.0 12,238 100.0
18.0 10.6 8.7
Sources: University of Montana, Financial Rcfxjrt. June 30, 1968, June 30, 1969, June 30, 1970, and June 30, 1971 
(Missoula, Montana), p. S S.
Notes: Detail may not odd to totals because of rounding. Cash expenditures have been adjusted at June 30 to reflect 
funds that have been encuml»ered for orders that have been placed but not yet paid for.
*Less than 1/10 of 1 percent.
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over-all expenditures. As was the case with the Montana University 
System as a whole, the most significant factors in program expenditures 
are: 1) that all four of the programs comprising resident instruction
shared in that growth (except administration and general expenses in 
FY 1970), and 2) that the rate of yearly expenditure growth declined 
substantially during the period, from an 18 percent increase from 
FY 1968 to FY 1969, to an 8.7 percent increase from FY 1970 to FY 1971.
The major shift in the allocation of resources which resulted 
in the 1973 biennium had really begun in the 1971 biennium. The break­
down of expenditures by object class reveals that during the four-year 
period personal services increased in relative importance. Whereas
81.7 percent of educational and general fund expenditures were allocated 
to personal service in FY 1968, that percentage had increased to 
82.9 percent in FY 1971. Actually the percentage of the total budget 
which was allocated to salaries and wages (personal services less bene­
fits) was at the same 76.3 percent for both fiscal years 1968 and 1971. 
Consequently, the increased relative Importance of the personal services 
resulted from the rapid rate of growth of fringe benefits, from 5.4 per­
cent of the total educational budget in FY 1968 to 6.6 percent in 
FY 1971. The rapid growth of the University's expenses for fringe bene­
fits was due to increases in payments for health insurance and teachers 
retirement, and increases in Social Security tax rates.
Operating expenditures also grew more rapidly than over-all 
expenditures, from 11.2 percent of total expenditures in FY 1968, to
12.5 percent in FY 1971. The obvious result was that during the period, 
capital expenditures were deemphasized. Although capital expenditures
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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accounted for 7.6 percent of the total budget in FY 1969, that percent­
age had dropped to 4.6 percent in FY 1971. The capital expenditures of 
$527,000 in FY 1970 were almost 32 percent less than the $774,000 
expended in the prior period.
One of the main reasons for the large amount of capital expen­
ditures in FY 1969 was that there was so much more money available that 
year (18 percent more) than the previous year. Since the growth of 
personal service expenditures is more stable than total expenditures, 
much of the additional money available that year was allocated to a 
large increase in capital budgets. Capital is considered a residual to 
which money is allocated only after the primary priorities, faculty and 
staff salaries and operations, are met. The decline of expenditures 
for capital in subsequent years, particularly in the 1973 biennium, is 
not surprising in view of these implicit budgetary priorities.
Although resident instruction expenditures at the University of 
Montana have increased only slightly faster than for the System as a 
whole (see tables 3 and 7), enrollment at the University of Montana has 
grown at a faster rate. Since enrollment increased more rapidly than 
expenditures at the University of Montana in fiscal years 1970 and 1971, 
resident instruction expenditures per student, shown in table 8, 
declined in those two years. As that was a period of pronounced 
inflation, real resident instruction expenditures per student (adjusted 
for the effects of inflation), dropped markedly in fiscal years 1970 
and 1971.
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TABLE 8
I. Resident Instruction Expenditures per Full-Time Equivalent Student
w University of Montana, Fiscal Years 1968-1971
FY 1968 FY 1969 FY 1970 FY 1971
>< Resident instruction expenditures ($000) 8,316 9,809 10,675 11,703
Percent change from prior period 18.0 8.8 9.6
Full-time equivalent students 6,578 7,290 7,984 8,809
-n
a ° Percent change from prior period 10.8 9.5 10.3
■S Resident instruction expenditures per
Q. full-time equivalent student ($) 1,264 1,346 1,337 1,328
Percent change from prior period 6.5 -0.7 -0.7
Resident instruction expenditures per full­
time equivalent student in 1968 dollars® 1,264 1,266 1,182 1,090
Percent change from prior period 0.2 -6.6 -7.8
Sources: University of Montana, Financial Report, June 30, 1968, June 30, 1969, June 30, 1970, and 
June 30, 1971 Olissoula, Montana), p. S 5; and Montana University Systm,Office of the Executive 
Secretary, unpublished data (Helena, Montana, 1972).
Note: "Full-time equivalent" students represent an estimate of full-time students based on the 
total number of credit hours registered for and assuming IS credit hours per undergraduate student 
and 12 credit hours per graduate student.
^Deflated using the gross national product inplicit price deflator for state and local government 
purchases of goods and services for fiscal years 1968-1971,
NJ
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The Components of Growth
The preceding discussion has established a broad overview of 
four years of financial growth at the University of Montana. But what 
has that growth meant to the individual departments, schools, or 
divisions? What proportion of that growth has been reflected in new 
programs and new departments?
Four new departments, all in the College of Arts and Sciences, 
were created during the 1969 and 1971 biennia. The formation of the 
Humanities Department in FY 1970 did not constitute the formation of a 
wholly new department. The staff of that department had previously been 
funded through the office of the Dean of the College of Arts and 
Sciences. The Department of Religious Studies was also formed in 
FY 1970, and has grown substantially in size since then. FY 1971 saw 
the creation of the Indian Studies and Black Studies Departments. 
However, expenditures of the Indian Studies, Black Studies, and 
Religious Studies Departments constituted only 2 percent of the total 
expenditures of the College of Arts and Sciences, or 1.1 percent of 
expenditures for the instruction and departmental research program in 
FY 1971.11
In summary, the great majority of the growth in general educa­
tional expenditures during the four years was due to the expansion of 
existing programs and departments, rather than the development of new
lluniversity of Montana, Financial Report, June 30, 19 71 
(Missoula, Montana), pp. S 7 and S 8.
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programs. That expansion is aptly reflected in the increase in full­
time equivalent faculty during the period (from table 10):
FY 1968 FY 1969 FY 1970 FY 1971
Full-time
equivalent faculty 318 359 391 407
Percent change
from prior period 12.9 8.9 4.1
The declining rates of growth, along with the deemphasis of 
capital expenditures after FY 1969, served to presage what was to come 
in the 1973 biennium. University administrators realized in the montir.o 
before the 1971 legislative session that the decline in available 
revenue was likely to continue. The feeling was developing that in 
such circumstances the formation of new departments was secondary to 
maintaining existing ones. Given the decision to maintain existing 
programs, persistent inflation and the inevitable increases in faculty 
salaries and benefits necessitate increased funding anyway. To 
reemphasize the point made earlier, although the 1971 legislative 
session serves as a convenient dividing line, many of the budgeting 
priorities that became so evident in the 1973 biennium had actually 
been established in previous years.
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Chapter 4
THE UNIVERSITY OF MONTANA IN THE 1973 BIENNIUM
A Period of General Belt-Tightening
The budgeting priorities that had become evident in the 1971 
biennium were continued in the following biennium. Administrators 
decided to maintain existing programs and departments at existing 
levels. Following that, the numbers of faculty and staff were to be 
maintained at their former levels. The fiscal crunch did not produce 
the outward, highly visible signs of change that some may have wanted. 
The reason was that the crunch was not so severe that any fundamental 
changes were necessitated as a matter of course. While the cut in the 
state appropriation did not produce fundamental changes, plans are 
being made to deal with further cuts, should they occur in 19 73 or 
later. But the 1973 biennium became a period of general belt- 
tightening, rather than one of a searching réévaluation of the 
University's proper role in the changing political and economic climate 
in Montana in the seventies. Additionally, administrators at the 
U of M determined that most of the belt-tightening would take place 
in the first year of the biennium, in hopes that increases in various 
budgets could be enacted in the second year.
The Change in Revenue Patterns: the Students Pay the Bill
The general fund appropriation for the University of Montana for 
FY 1972 was 2.4 percent less than for the previous year. l\Thereas the
30
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general fund appropriation constituted 59 percent of the educational and 
general revenue in FY 1971, that figure dropped to about 56 percent in 
FY 1972. The increase in individual student fees, and an increase in 
enrollment, resulted in student fee collections of about $3,450,000, an 
increase of some 26 percent over the $2,736,000 collected in FY 1971.
Of the $3,450,000 collected, table 9 indicates that only $3,110,000 was 
expected to be spent in FY 1972, and the remaining $340,000 was carried 
over to FY 1973. Therefore, the increase in total funds available in 
FY 1972 was greater than the 3 percent increase over FY 1971 shown in 
the operating budgets in table 9.
Part of the reason for the large carry-over of student fees to 
FY 1973 is that the budget must be drawn up in the spring, before the 
start of the fiscal year, on the basis of an estimate of what enrollment 
will be. A budget with proposed salary increases must be submitted to 
the Board of Regents before the start of the fiscal year. Since the 
administration wants to be certain that it can meet its salary obli­
gations to faculty and staff and its fixed operating expenses (given the 
decision to maintain existing programs), there is a tendency to draw up 
the budget on the basis of a conservative, or pessimistic, enrollment 
projection. In FY 1972 an increase in enrollment materialized, and more 
funds were available than were budgeted to be spent. The administration 
had the option of either injecting the additional funds into the budget, 
or carrying them over to the next year. Since the decision had been 
made to do most of the belt-tightening in the first year of the bien­
nium, with minimal salary raises granted to the faculty, most of the 
additional student fees that were collected were carried over to FY 1973.
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Table 9
Annual (^«rating Bmlgcts for educational and General FiauJs 
University of Mont.uia, Fiscal Years 1^71-1973
Fiscal Year 1971 Fiscal Year 1972 Fiscal Year 1973
Amount Pcicciil.!;;» Anoioit i’c reel It age Aia^unt Perclutagc
fSOOO) of Tot.il (5000) of Total (5000) of Total
Financing
Student fees 2,736 22.1 3,110 24.4 3,600 26.6
General fund 7,287 59.0 7,112 55.9 7,000 51.7
Millage 1,850 15.0 1,975 IS.5 2,025 15.0
Federal funds 234 1.9^ 237 1.9 271 2.0
Endov»™?nt, gifts and grants 5 5 5
Sales and services 42 0.3 8 0.1 10 0.1
Indirect cost reimbursement 107 0.9 176 1.4 200 1.5
Interest income 50 0.4 45 0.4 45 0.3
Organized activities 0 0.0 32 0.2 32 0.2
Carryover from prior period* 43 0.3 28 0.2 340 2.5
Total 12,355 100.0 12,729 100.0 13,529 100.0
Expenditures by function
Administration and general 
expense 1,103 8.9
Instruction and departmental 
research 8,444 68.3
libraries 777 0.3
Physical Plant 1,566 12.7
Sirt>total--resident 
instruction 11,890 96.2
Organized research 393 3.2
Extension and public service 80 0.6
Total 12,363 100.0
1,133
8,543
811
12,244
573
111
12,729
8.9
67.1 
6.4
13.8
96.2
2.9 
0.9
100.0
1,200
9,122
781
1.934
13,036
377
115
13,529
8.9
67.4
5.8
14.3
96.3
2.8 0.8
100.0
Expenditures by object 
Salaries and wages
Professional salaries 7,325 59.2 7,338 57.6
Other salaries 2,221 18.0 2,423 19.0
Benefits 828 6.7 936 7.4
Total personal services 10,375 83.9 10,697 84.0
Operation 1,409 11.4 ° 1,559 12.2
Capital 580 4.7 472 3.7
Total 12,363 100.0 12,729 100.0
Percent change in total 
from prior period 3.0
7,883
2,601
11,503'
1,628
398
13,529
58.3
19.2
7.5
85.0
12.0
2.9
100.0
6.3
Sources: The Itontana University System, Office of the Executive Secretary, Budgetary Data, Item 219-000 Dudt;cts. 
Fiscal Year 197I-72, July 12, 1071 (Helena, Montana, 1971); idem, Budgetary Data, Item Zlï-ùOÙ, Budgets, Fiscal ~~ 
Year 1972-73, AprTl Id. 1072 (itelcna, Fbnt.ina, 1972;.
Note: Detail may not add to totals because of rounding.
*Thc $340,000 carryover for FY 1973 consists of student fees collected in FY 1972 that were not expended in that 
year.
**Lcss than 1/10 of 1 percent.
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There is one additional source of revenue in FY 1972, which is 
reflected in the operating budget in table 9. The general fund appro­
priation to the University of Montana for FY 1972 was $7,000,000. The 
legislature appropriated an additional $300,000 to what was called a 
University System "Equity Fund." The U of M received $112,421 from that 
fund in late December of 1971. Some of this was used to increase the 
budget for certain items, which will be mentioned later in this report.
The Budget Guidelines for Fiscal Year 1972
Since the decision was made, generally, to maintain existing 
programs and departments at existing levels, the expenditure by object 
classification is the most appropriate starting point in the evaluation 
of the University's budgetary policies. The budget guidelines were 
broadly based and generally applied to salaries, operations, and capital 
budgets rather than to departments, schools, or divisions within the 
University. The budget guidelines that developed were that there would 
be no new positions in FY 1972 and faculty salary raises would be 
minimal. Most departments received a 10 percent cut in the total budget 
for nonsalary items, to be allocated among the various accounts as the 
deans and department chairmen saw fit. The budgetary items which are 
classified as nonsalary are temporary and part-time personnel, supplies 
and expenses, out-of-state travel, and capital.
In conjunction with the 10 percent cut, it was determined that 
so much money was to be allocated to salary increases. Salary raises 
were then determined on the basis of a formula which applied to all 
permanent faculty and staff. The formula provided that anyone with a
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present salary of $15,000 or more received a raise of $100 per year.
The amount of raise increased proportionately for smaller salaries.
For instance, someone whose present salary was $5,000 received a raise 
of $300. It may have been felt that lowered-salaried personnel had 
been neglected in previous years. Since faculty could not be given 
nearly the raises they had received in the past, this method was decided 
upon as a way of giving a boost to lower-salaried staff. This compares 
with raises of $800 for professors, $600 for associate professors, $500 
for assistant professors, and $400 for instructors for FY 1971 for staff 
without changes in rank or responsibility.
Table 10 documents the slowdown in the growth of average faculty 
salaries and salary increases. Whereas the average salary for all 
instructional faculty had increased 5.5 percent and 3.3 percent for 
fiscal years 1970 and 1971, respectively, it increased only 0.9 percent 
in FY 1972. Similarly, the third part of table 10 shows that although 
the average raises for the two previous years were 6.7 percent and
6.4 percent, the average salary raise for FY 1972 was only 1.5 percent.
The reason that the percentage increases appear to be high in view of 
the salary formula and guidelines mentioned previously is that the 
figures include increases for promotion in rank. The budget constraint 
for FY 1972 did not appear to have any effect on the number of pro­
motions that were awarded. Promotion raises, which were given in 
addition to the formula raises, were as follows:
Associate professor to professor $300
Assistant professor to associate professor 200
Instructor to assistant professor 200
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FY 1968 FY 1969 FY 1970 ELJiZl FY 1972
Average salaries of full-time faculty by rank ($) 
Professor 14,834 15,308 16,170 16,687 16,433
Associate professor 11,255 11,655 12,214 12,838 12,740
Assistant professor 9,441 9,824 10,444 10,8.36 10,861
Instructor 7,349 7,879 8,409 8,789 9,091
Lecturer 8,655 9,300 8,839 10,157 10,220
Average salary, all ranks 11,387 11,671 12,309 12,712 12,834
Percent change from prior period 2.5 5.5 3.3 0.9
Total compensation (salary plus fringe 
Average coiipensation, all ranks ($)
benefits)
12,153 12,581 13,308 13,822 13,992
Percent change from prior period 3.7 5.8 3.9 1.2
Fringe benefits as a percentage of
average salary 6.6 7.8 8.1 8.7 9.0
Average salary increases by rank (in percentages)® 
Professor NA NA 6.4 6.1 0.6
Associate professor NA NA 7.2 7.2 1.6
Assistant professor NA NA 6.7 6.1 2.0
Instnictor NA NA 6.7 6.3 3.6
All combined NA NA 6.7 6.4 1.5
Full-time faculty, by rank
Professor 111 116 126 124 135
Associate professor 73 78 87 93 92
Assistant professor 73 96 104 113 120
Instructor SO 56 65 70 ■ 60
Lecturer 11 13 9 7 6
Total 318 359 391 407 413
Percent change in total from 
prior period 12.9 8.9 4.1 1.5
Sources: University of Montana, Office of Institutional Research, unpublished reports to the 
American Association of University Professors on academic salaries and compensation, years 1967-68 
to 1971-72 (Missoula, hbntana).
Notes: Only faculty members whose manor regular assigruiient is instruction, and department chair­
men without other administrative titles, arc included. ExcliKlcd arc coaclies, librarians, coun­
selors, deans, associate deans, and those engaged for more than one-half time in organized re­
search or other nonteaching fiaictions. denotes not available.
^Average salary increases (in percentages) were based on the salaries of those who were on the 
Staff both years. A  faculty member who received a promotion in rank in the second year was in­
cluded at his former rank.
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These compared to $400, $300, and $200 guidelines for promotion raises 
for FY 1971.
Table 9 documents the relatively rapid rise of the University’s 
expenses for fringe benefits. Table 10 portrays the reason for that 
rapid rise, since fringe benefits as a percentage of average salary have 
increased from 6.6 percent in FY 1968 to 9 percent in FY 1972. The 
$936,000 budgeted for fringe benefits for FY 1972 (from table 9) rep­
resents a 13 percent increase over the budget for FY 1971 of $828,000. 
The formula used in FY 1972 for salary raises explains in part the 
relatively large increase of 9 percent in the budget of $2,423,000 in 
the other (nonprofessional) salaries category in table 9. But the 
professional salary budget for FY 1972 of $7,338,000 is only slightly 
greater than the budget for FY 1971. The net result was that the total 
budget for personal services ($10,697,000 for FY 1972) increased only 
3.1 percent from the budget for FY 1971. As this was only slightly 
greater than the 3 percent increase in the total educational budget, 
the proportion of total expenditures which went to personal services 
increased only slightly, from 83.9 percent in FY 1971 to 84 percent in 
FY 1972. It will be remembered from table 5 that for the Montana 
University System as a whole, that percentage increased from 81.6 per­
cent in FY 1971 to 83 percent in FY 1972.
There are several factors that explain the larger increase in 
the personal services budget for the System as a whole. The salary 
raises at the U of M were the lowest of any of the six schools. The 
proportion of expenditures that went to personal services was higher 
at the U of M in the first place (83.9 percent at U of M v. 81.6 percent
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
37
for the System in FY 1971). And finally, many of the other schools had 
an actual reduction in the total educational funds available in FY 1972 
because of the decrease in the general fund appropriation and declines 
in enrollment.
Table 10 also documents the slowdown in the growth of the 
numbers of faculty. The 413 full-time faculty in FY 1972 was an 
increase of only 1.5 percent from the 407 full-time faculty in the 
previous year. Despite the budget guideline of no new faculty positions 
in FY 1972, there was an increase in full-time faculty of 6. It is 
interesting to note that the growth in full-time faculty roughly 
parallels the increases of total educational expenditures (from tables 
7 and 9);
FY 1969 FY 1970 FY 1971 FY 1972
Percent change from prior 
period in:
Total expenditures 18.0 10.6 8.7 3.0
FTE faculty 12.9 8.9 4.1 1.5
The primary reason for the differences between the percentages for the 
same years (for instance, 18 percent v. 12.9 percent for FY 1969), of 
course, is that average compensation (salary plus fringe benefits) had 
increased yearly during that period.
Table 11 shows the remaining reason (besides the larger salary 
increases), for the 9 percent increase in budgeted expenditures for 
nonacademic personnel reflected in table 9. The increase in nonin- 
structional personnel from 490 in FY 1971 to 529 in FY 1972 was an 
increase of almost 8 percent. Much of that increase was in the
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TABLE 11
University of Nfontana Full-Time Equivalent Personnel 
Fiscal Years 1970-1973
1971 Biennium 1973 Biennium
FY 1970 W 1971 FY 1972 FY 1973
Instructional personnel^ 494 513 518 534
Percent change from 
prior period 3.8 1.0 3.1
Noninstructional personnel 476 490 529 558
Percent change from 
prior period 2.9 8.0 5.5
Total full-time equivalent
personnel 970 1,003 1,047 1,092
Percent change from 
prior period 3.4 4.4 4.3
Source: University of Montana, Office of Institutional Research, unpublished
data (Missoula, Mantana, 1972). Data were prepared in the format specified 
by the National Center for Higher Education Management Systems at Western 
Interstate Commission for Higher Education (WICHÈ).
^Part-time instructional personnel and graduate assistants are included at 
an appropriate equivalent of full-time personnel.
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administration, while the College of Arts and Sciences and the library 
also showed Increases.
The decision to maintain existing programs was implicitly accom­
panied by the decision to continue to pay the "fixed" operating expenses 
of those programs. The 10 percent cut in the budget for nonsalary items 
could not be shared by some of the expenses of operating, such as heat, 
light, water, and telephone service. The upshot was that the total 
budget for operating expenses for FY 1972 ($1,559,000) was nearly 
11 percent greater than for FY 1971. The obvious victim of the attempt 
to cut nonsalary expenses was capital expenditures. The original budget 
for FY 1972, as of July 1971, had allotted $391,000 for capital expen­
ditures, which would have been a cut of 33 percent from the budget for 
FY 1971. As additional monies became available during the year, such 
as the distribution from the Equity Fund mentioned previously, the 
capital budget was increased to $472,000, which represented a cut of
18.5 percent from the budget for FY 1971.
What Specific Areas Were Cut?
The preceding sections have dealt with the impact on the 
University as a whole, rather than on specific units within the 
University. This has been done because the budget guidelines were 
broadly based and generally applied to all. There was no point in 
singling out this department or that, because each generally received 
the same treatment. This approach has also been avoided because of the 
difficulties involved in interpreting the available information.
FY 1972 was a transition year involving a new (and better) accounting
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system, which. In many cases prevented direct comparability of internal 
operating data with previous years.
The fiscal "crunch" limited the creation of new degree programs 
and has also had some effect on existing degree programs. A dental 
hygiene program started in FY 1971 was stopped in FY 1972. Plans for 
a degree program in astronomy were dropped. Some departments scrapped 
budding graduate programs, while others curtailed admissions. The 
Ph.D. degree program in history declared a moratorium on new admissions, 
and the Ph.D. degree program in pharmacy was suspended. Student 
admissions to graduate degree programs in education, to the Law School, 
and to the Ph.D. degree program in clinical psychology were limited. 
Before the 1973 biennium, administrators had eliminated the Master of 
Arts degree in most of the science departments, since most science 
students pursue the Master of Science degree.
None of the eliminated degrees was in a well-established degree 
program, although some of the curtailments of admissions were. Some 
changes reflected the national job market and oversupply in certain 
areas, but elimination of graduate degree programs saved little, if any, 
money unless faculty or staff numbers were reduced as a result.
There were a few changes in the budget of the physical plant 
that were inspired by the fiscal constraints. The lawn maintenance crew 
was cut in half. The budget for the purchase of furniture was elimi­
nated, although during the year some of that budget was restored. The 
funds allocated to campus beautification were curtailed, most notably 
expenditures for weed control, resodding, and fertilizing. The budget 
for plants and flowers was eliminated. Despite those cuts, however, the
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FY 1972 physical plant budget ($1,757,000, in table 9) was 12 percent 
greater than the budget for FY 1971. Inflation and the additional costs 
of operating new buildings are said to be the reasons for the increase.
Increased Revenue in Fiscal Year 1973
The shifts in revenue patterns which were noticeable in FY 1972 
became more pronounced in the operating budget for FY 1973 (see table 9). 
Student fees, which constituted 24.4 percent of total revenue in FY 1972, 
increased to 26.6 percent in FY 1973. Since the $340,000 carry-over to 
FY 1973 consists of student fees collected in FY 1972, student fees 
really constitute over 29 percent of budgeted revenue for FY 1973. As 
mentioned previously, future enrollment cannot always be predicted with 
great accuracy. Therefore, the budgeted student fees are considered 
tentative at the time the budget is drawn up. The $3,600,000 budgeted 
for FY 1973 represents an increase of over 4 percent from the $3,450,000 
that was collected in FY 1972.
The general fund appropriation of $7,000,000 for FY 1973 is the
same as the original appropriation for FY 1972. The result is a further
decline in the proportion of total educational revenue which has come 
from the general fund appropriation, from about 56 percent in FY 1972 
to about 52 percent in FY 1973. Since revenue from the millage account 
again grew more slowly than total revenue, the percentage of total 
support from state sources (general fund plus millage) declined from 
over 70 percent in FY 1972 to about 67 percent in FY 1973. In summary,
the carry-over of student fees and the anticipated increase in student
fee collections in FY 1973 are responsible for the budgeted increase of
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over 6 percent in educational and general revenue over the budgeted 
revenue for FY 1972. Thus, the administration's aim of doing most of 
the belt-tightening in the first year of the biennium, so that in the 
second year there could be salary increases and increases in operations 
budgets was achieved.
The Operating Budget for Fiscal Year 1973
At this point (the beginning of the fiscal year) caution must be 
exercised in interpreting the operating budget for FY 1973. If past 
history is any guide, that budget will probably be revised somewhat 
during the year, most likely in the areas of operations and capital. 
However, the over-all budgeting guidelines that were used can be 
discussed. Raises of 5 percent, labeled "cost of living" raises, were 
given to all faculty and staff. Additionally, those faculty members who 
were awarded merit and alignment raises in FY 1972 were not paid for 
them in that year, but rather began being paid for them in FY 1973.
Some merit ($500 per year) and alignment ($200 and $400 per year) 
raises were awarded and will be paid in FY 1973. The promotion raises 
that were used in FY 1971 were used again for FY 1973. They were as 
follows : $400 per year for promotion to professor, $300 for new
associate professors, and $200 for new assistant professors.
The administrative guidelines for the numbers of faculty were 
that there were to be ten new positions in FY 1973, in addition to 
replacements for vacated positions. Table 11 indicates that there was 
also an increase in nonacademic personnel in FY 1973, of over 5 percent.
Consistent with the pattern established in past years, broadly 
based guidelines for operational budgets were applied generally to all
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departments. The nonsalary items (except capital) were allowed a 
3 percent increase over the original budget for FY 1972. Capital 
budgets were to be the same as the original capital budget for FY 1972. 
It is emphasized that the 3 percent increase was applied to the 
original budget because in some cases specific items in the original 
budget were revised upward during the year. Before the budget was 
finalized, a temporary freeze of 50 percent of the out-of-state travel 
and capital budgets was enacted, pending fall quarter enrollment. The 
caution underlying that decision was well founded, since the projected 
enrollment increase did not materialize.
The budget of $11,503,000 for personal services for FY 1973 
(table 9) represents an increase of more than 7 percent over the budget 
for FY 1972. Both professional salaries and other salaries budgets are 
more than 7 percent greater than the 1972 figures. The budget for 
benefits ($1,019,000) is almost 9 percent greater than the $936,000 
budget for FY 1972. The capital budget of $398,000 is almost 16 percent 
less than the revised budget ($472,000) for 1972. Again, there is some 
likelihood that the capital budget will be revised upward during the 
year, if more money becomes available.
Since the 7 percent increase in the personnel services budget 
was accompanied by an increase of only 4 percent in operations budgets 
and a 16 percent decline in capital budgets, the percentage of total 
expenditures allocated to personal services increased again in FY 1973. 
That percentage increased from 84 in FY 1972 to 85 percent in FY 1973 
(see table 9). This, of course, is a very significant trend and is 
discussed at length in the next section.
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Given the salary increases, the increases in the numbers of both 
academic and nonacademic personnel, and the slight increases in 
operations budgets, it is not surprising that the budgets of six of the 
seven programs are larger than for FY 1972. The reason that the library 
budget for 1973 is less than the budget for 1972 is that its 1972 
capital budget (primarily books) was increased during the year. 
Approximately $40,000 from the Regent's Equity Fund (of $112,421) was 
applied to the library book budget. In accordance with the budgeting 
procedures mentioned previously, the 1973 library budget was based on 
the original 1972 budget, hence the decline in their budget for 1973. 
Again, if more money becomes available during the year, it would be 
expected that the library book budget would be increased again.
The small increase of 3 percent in the resident instruction 
budget for FY 1972 was accompanied by an even smaller increase in 
enrollment of 2.3 percent. Therefore, as indicated in table 12, 
budgeted resident instruction expenditures in FY 1972 increased 
slightly (0.7 percent) for the first time since FY 1969. But since the 
prices of the goods and services bought by universities rose by more 
than 5 percent in FY 1972, budgeted "real” expenditures per student 
declined again in FY 1972. But the decline of 4.4 percent was less than 
the 6.6 percent and 7.8 percent (from table 8) for the two previous 
years. With the larger increase in budgeted resident instruction 
expenditures of 6.5 percent in FY 1973, and a 3 percent decline in 
enrollment, the ratio of expenditures to students is expected to 
increase by 10 percent, the most substantial increase of any year 
considered in this study. Assuming that the rate of increase in the
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TABLE 12
Budgeted Resident Instruction Expenditures per Full-Time Equivalent Student 
University of Montana, Fiscal Years 1971-1975
FY 1971 FY 1972 FY 1973* 
Resident instruction expenditures ($000) 11,890 12,244 13,036
Percent change from prior period 3.0 6.S
Full-time equivalent students 8,809 9,009 8,721
Percent change from prior period 2.3 -3.2
Resident instruction expenditures per
full-time equivalent student ($) 1,350 1,359 1,495
Percent change from prior period 0.7 10.0
Resident instruction expenditures per full­
time equivalent student in 1968 dollars*̂  1,108 1,059 1,115
Percent change from prior period -4.4 5.3
Sources; Tlie Montana University System, Office of the Executive Sccretaiy, Budgetary 
Data, Item 219-000, Budgets, Fiscal Year 1971-72, July 12, 1971 (Helena, Montana, 
1971); idem, Budgctaiy Data, item Z2Z-Ü00," Budgets, Fiscal Year 1972-73, April 10. 
1972 (Helena, Montana. 1972); idem, unpublished data (Helena. Montana. 1972).
Note: "Full-time equivalent" students represent an estimate of full-time students
based on the total number of credit hours registered for and assuming IS credit 
hours per undergraduate student and 12 credit hours per graduate student.
*FY 1973 data arc based on actual enrollirient for simmer and fall quarters of 1972 
and projected enrollment for i;intsr and spring of 1973.
^Deflated using the gross national product inplicit price deflator for state and 
local government purdiases of goods a:vl services for fiscal years 1971 and 1972 
and assuming a diange of 4.5 percent for FY 1973, slightly less than the S. 25 percent 
change in tlie deflator for FY 1972.
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price level will moderate in FY 1973, "real" expenditures per student 
should automatically increase. This increase, estimated at 5.3 percent 
in table 12, would be the first increase in that category since FY 1969. 
The three-year trend of a decreasing amount of real resources available 
for the education of individual students can be expected to reverse in 
FY 1973.
An Over-all Evaluation
The reaction at the University of Montana was fundamentally 
conservative, and the primary effort was directed at maintaining the 
status quo. There were few, if any, basic, structural changes which 
resulted in reallocation of resources or feassignments of personnel. 
Although a réévaluation of priorities and programs is taking place 
now, it has not produced substantive changes in the 1973 biennium. How 
fundamental that réévaluation has been will depend on what happens in 
the 1973 legislature, which will determine the general fund appro­
priation for FY 1974. If the University received a large cut, funda­
mental changes will of necessity take place. If a smaller cut is 
enacted, the changes will probably be less significant.
Many considered the message of the 1971 legislative session 
that the units were to take it upon themselves to make a searching self- 
evaluation of their educational programs and to find the means to use 
the resources they have more effectively. Why that réévaluation did 
not appear to take place at the U of M is a crucial question. More 
visible evidence of change may have been helpful in abating the 
political pressure for reform, for increased legislative control of the
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University System, and for further budget cuts. Some of the reasons for 
the University’s conservative reaction have been mentioned or alluded to 
previously. The main reason is that the fiscal crunch was not so severe 
that fundamental changes were necessitated as a matter of course. The 
cut in the general fund appropriation was more than made up by the 
increase in student fee collections.
The reason for the administration's reaction is more deep seated 
than that, however. It was based on the conviction that the overriding 
objective was to support and maintain the faculty— that reducing faculty 
was not the answer. It was believed that major decisions which involved 
reallocations of faculty, or reduction of the faculty, would cause 
irreparable damage to faculty morale. This attitude is bolstered by 
the feeling, which is probably justified, that the rank-and-file faculty 
member has a poor understanding of the current financial crunch. Thus, 
the decision to maintain existing programs was made because the admin­
istration was not ready to make substantive changes which would result 
in relieving faculty of their positions.
The University has further limited its flexibility by continuing 
to allocate a greater portion of its resources to salaries, wages, and 
benefits. The proportion of the budget which was allotted to personal 
services has increased from about 83 percent in FY 1970 to about 85 per­
cent in FY 1973. It is doubtful whether that percentage can be allowed 
to increase more. Budgeting decisions which result in relatively small 
changes in expenditures for personal services necessitate much greater 
relative changes in expenditures for operations and capital. For 
instance, if the decision had been made to give raises of 3 percent
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rather than 5 percent, the capital budget could have,been increased by 
more than 50 percent. Thus, any future consequential decisions 
involving programs, or departments, or graduate degrees will quite 
likely involve personnel.
The administration would like to get the budget back within the 
guidelines that are used in preparing budget requests for the Board of 
Regents and the legislature. That guideline is 80 percent for personal 
services and 20 percent for operations and capital. It would obviously 
require a substantial increase in available revenue in FY 1974 to 
increase the nonsalary budget to 20 percent of the total.
Many of the factors which have been discussed in this paper 
indicate that a higher priority might have been assigned to finding 
ways to use the available resources more effectively and efficiently.
In particular, the slowdown in the rate of increase in revenue should 
have stimulated such attempts. The foremost example of the apparent 
lack of effort to increase internal operating efficiency is the use of 
across-the-board percentages in formulating operating budgets and 
determining salary raises. The most basic criticism of this approach 
to budgeting is that it assumes the most efficient use of funds, 
personnel, and facilities to begin with. That is, it assumes that the 
priorities which dictated the initial budgetary decision have not 
changed, and further that that decision resulted in the most efficient
12Assuming that no new personnel are hired for FY 1974 and that 
the FY 1973 budget for personal services ($11,503,000, table 9) is 
increased by 6 percent to allow for raises and increases in fringe 
benefits (to $12,193,000), an 80-20 allocation would require a total 
budget of $15,241,000, an increase of almost 13 percent over the total 
budget for FY 1973.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
49
use of resources, and need not be reevaluated again in succeeding years. 
It would be expected that the impact of across-the-board percent changes 
would not necessarily be the same on all departments. Had more emphasis 
been directed at determining that impact on different departments, the 
budgeting criteria may have changed.
In fairness it must be mentioned that the across-the-board 
procedure has not been followed to the exclusion of all other criteria. 
Certain departments with pressing needs that could not be met within the 
framework of the budgetary guidelines were allowed increases. Deans, 
department chairmen, and directors are sometimes allowed increases in 
budgets on the basis of demonstrated need. Furthermore, in FY 1972 they 
were often allowed to use their discretion in determining how to 
allocate the 10 percent cut among the various nonsalary items. In 
recent years they have also had some freedom to shift funds between the 
nonsalary budgetary items during the course of the year. One fault of 
the "demonstrated need" criterion, of course, is that some deans, chair­
men, or directors are probably better at selling their needs to the 
administration than others.
It was mentioned in the Introduction that it is difficult to 
measure the benefits or losses resulting from increased or decreased 
expenditures. But those difficulties need not prevent University 
administrators from searching for means to improve budgeting procedures. 
In 1971 the Office of Institutional Research was created for the purpose 
of generating relevant information for decision making. That office has 
been somewhat handicapped, as are other administrators, by the limited 
capability of the present computer system to produce the kind of raw
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
50
data which is needed. Adequate computer capability should be available 
by FY 1974. By that time that office will be producing information 
which should be useful in evaluating priorities and in future budgeting. 
It is hoped that those reports will do more than gather dust.
The views of administrators from other universities concerning 
solutions to their financial difficulties indicate that there are quite 
a number of possible approaches to finding ways to improve internal 
operations :
Some . . . are making a complete review of all programs 
in relation to financial base, looking toward major revisions 
in the school's operations. Others feel the need for review 
of how priorities are set and of how quality can be evaluated 
for purposes of allocating resources . . . .  Several insti­
tutions have created new broadly based budget committees and 
assigned them the overall task of helping to reduce costs.
At substantially every campus there is at least some form of 
partial or pilot review of operations, designed to improve 
efficiency through new means of internal approval of expen­
ditures; new methods of measuring output; control over course 
proliferation; and devices for internal reallocation of funds.
Most schools in this category [universities and other doctoral- 
gran ting institutions] suffer from a shortage of administrative 
staff, and they lack management and analytical capability to 
develop performance standards, measure performance, and allocate 
funds accordingly.
There are many possibilities for finding ways to make better use of the 
available resources. Unfortunately, too few of them have entered into 
the decision-making processes at the U of M.
The changing complexion of the University's financial growth has 
probably effected some beneficial changes. The late sixties were 
characterized by the ready availability of federal research money, the 
rapid yearly growth of available resources, and the consequent expansion
l^cheit, p. 135.
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of the departments and their budgets. These factors fostered a sort of 
growth, or boom, psychology which was probably not conducive to the most 
effective utilization of resources. The changing times have probably 
brought about a greater awareness of the current money situation and 
have made administrators and faculty more cost conscious. It would 
seem that trying to run the same program on less money would stimulate 
efforts to stretch the funds further. The capital budget of the College 
of Arts and Sciences for FY 1972 is an example of that change. Most of 
the departments in the College of Arts and Sciences were not given 
capital budgets, as they had been in the past. Rather, the Dean was 
given the capital (less than one half of the budget for the whole 
college for FY 1971), and he parceled it out to the departments during 
the year on the basis of need. This procedure should have allowed him 
to weigh the needs of one department against the needs of another to 
arrive at some sort of optimal allocation. There have probably been 
other attempts to increase efficiency which did not come to the 
attention of this investigator.
The point has been made that few substantive changes were made 
in FY 1972, and that there has been little visible evidence of change. 
The administration believes that that kind of change, such as cutting 
out degree programs, had already been done before the 1973 biennium.
They further believe that an earnest réévaluation is taking place now. 
There are four ad hoc committees studying course duplication (among the 
various departments within the University), with an eye toward stream­
lining, and possibly even renovating, the curriculum.
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The most important committee is probably the "Ad Hoc Committee 
on Preparedness," which is chaired by the Academic Vice President. That 
committee, which consists of several deans, members of the Faculty 
Senate, and others, has been meeting weekly during fiscal years 1972 
and 1973. They have been attempting to establish the priorities and 
guidelines which will be followed in the event that further budget cuts 
are enacted. That committee has also been taking steps to curtail 
spending in areas where there is unnecessary duplication of costs or 
services. Most notably, the Office of Admissions has been reunited 
with the Registrar's Office in FY 1973, which, it is said, will result 
in savings of $50,000. Also, the University catalog will be published 
biennially, instead of annually, resulting in savings of $12,000 to 
$15,000 annually.
The main thrust of the administration's plans for FY 1974 and 
after, of course, cannot be known before the fact. One change, however, 
will be that vacated faculty positions will no longer be filled auto­
matically. This is further evidence of a departure from the "growth" 
psychology and of some sort of attempt to determine what the priorities 
of the University should be. The 1973 biennium has served as a 
transition period which has been characterized more by a gradual change 
in attitude than by outward signs of change.
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Chapter 5
MONTANA STATE UNIVERSITY IN THE 1969 AND 1971 BIENNIA
Montana State University (MSU) at Bozeman is similar in many 
respects to the University of Montana at Missoula. The two institutions 
are of similar size in terms of the numbers of faculty, students, and 
the level of state funding. However, there are important differences 
in the role and scope of each school. The diversity of activities 
encompassed at MSU creates difficulties in accounting for the resources 
involved. Differences in the activities and in the accounting pro­
cedures that have evolved at each school often prevent one from making 
direct comparisons. Since there has been a measure of continuity in 
the programs at each school and consistency in the accounting procedures 
within each school, comparisons of various rates of change can be made 
between the two schools. Whenever possible, however, direct comparisons 
between the University of Montana and Montana State University will be 
made.
During the four-year period from FY 1968 through FY 1971, 
table 13 indicates that Montana State University also experienced a 
slowdown in the rate of increase in the revenue available for educa­
tional and general purposes. The rate of increase in available revenue 
declined from about 14 percent in FY 1969 to under 11 percent in 
FY 1971. Despite the increase in individual student fees in FY 1970, 
student fees did not become relatively more important during the
53
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TABLE 13
Availnble Educational and General Funds and Exiienditurcs 
Montana State University, Fiscal Years 19b3-1971
Fiscal Year 1968 Fiscal Year 1969 Fiscal Year 1970 Fiscal Year 1971
Amount
($000)
Percentage 
of Total
Amount
($000)
Pcrccnt.igo 
of Total
Aiount
($000)
Percentage 
of Total
Amount
($000)
Percentage 
of Total
Yirrent revenue
Student fees and collections 1,598 16.6 1,680 15.3 2,032 17.0 2,212 16.8
General fund 5,315 55.1 6,360 57.9 6,861 57.5 7,766 58.8
Millage 1,720 17.8 1,775 16.2 1,900 15.9 1,925 14.6
Federal funds 763 7.9 958 8.5 556 4.7 559 4.2
Endo^vment income 152 1.6 135 1.2 134 1.1 134 1.0
Organized activities 90 0.9 88 0.8 441 3.7 558 4.2
Other sources 0 0.0 0 0 0.0 47 0.4
Total revenue 9,639 100.0 10,976 100.0 11.924 100.0 13,202 100.0
Percent change from 
prior period
Expenditures by function
13.9 8.6 10.7
Adkninistration and general 817 8.8 1,020 9.7 1.226 10.3 1,474 11.2
Instruction and departmental
research 6,286 67.9 7,099 67.2 7,728 64.7 8,399 63.S
Libraries 438 4.7 498 4.7 614 5.1 591 4.5
Physical Plant 1,000 10.8 1,066 10.1 1,220 10.2 1,335 10.2
Subtotal*-resident
instruction 8,542 92.2 9,683 91,7 10,788 90.3 11,799 89.6
Organized research 284 3.1 218 2.1 212 1.8 265 2.0
Extension and public service 170 1.8 253 2.4 290 2.4 303 2.3
Other sponsored programs 266 2.9 408 3.9 653 5.5 779 5.9
Total educational and
general expense 9,262 100.0 10,562 100.0 11,943 100.0 13,146 100.0
Percent change from
prior period 14 .0 13.1 10.1
Expenditures by object
Personal services and benefits 7,425 80.2 8,309 78.7 8,998 74.5 9,996 76.0
Operations 1,189 12.8 1,641 15.5 2,157 18.1 2,431 18.5
Capital 648 7.0 612 5.8 888 7.4 720 5.5
Total educational and
general expense 9,262 100.0 10,562 100.0 11,943 100.0 13,146 100.0
Percent change from
prior period 14.0 13. 1 10. 1
Sources: The Montana University System, Office of the Executive Secretary, Financial Report for Fiscal Year Ending 
June 30, 1970 (tfelcna, Montana, 1970); idem. Financial Report for Fiscal Year FjiJing junc 30, 197i iliclcna, Tljalana, 
19/1),
Notes: Detail nay not add to totals because of rounding. Prepared on the basis of cash expenditures.
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four-year period. They made up 16.6 percent of available revenue in 
FY 1968 and 16.8 percent in FY 1971. This was due to the relatively 
more rapid increase in MSU’s general fund appropriation, from about 
55 percent of revenue in FY 1968 to almost 59 percent in FY 1971. 
Although revenue from the millage account grew more slowly than total 
revenue (it constituted 17.8 percent of the total in FY 1968 and
14.6 percent in FY 1971), the general fund appropriation grew rapidly 
enough so that total support from state sources (general fund plus 
millage) increased during the period. This contrasts with the U of M, 
where support from the general fund appropriation and millage declined 
slightly in relative importance. As was the case at the University of 
Montana, the most important single fact was that the rate of increase in 
available revenue at MSU declined during the four-year period.
There are more divergent trends within the four programs that 
make up resident instruction expenditures at MSU in the second part 
of table 13. General and administrative expenses increased substan­
tially more rapidly than over-all expenditures. Expenses in that 
category increased from under 9 percent of the total in FY 1968 to 
over 11 percent in FY 1971. Conversely, expenditures for instruction 
and departmental research increased more slowly than total revenue, 
declining from 68 percent of expenditures in FY 1968 to 64 percent in 
FY 1971. Expenditures for the library were subject to more fluc­
tuation than over-all expenditures, although over the four-year period 
their relative importance remained about the same.
Expenditures for the physical plant increased at about the same 
rate as over-all expenditures. Table 13 implies that the physical plant
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at MSU is relatively cheaper to operate than at the U of M. (Physical 
plant expenditures at MSU were 10.2 percent of the total in FY 1971 
V. 12.9 percent [from table 7] at the U of M in the same year.) An 
accurate comparison cannot be made, however, because a sizable portion 
of the expenses of operating the physical plant at MSU are "recharged" 
to the individual schools and colleges, and become operating expen­
ditures of those units. In comparison to the U of M, this method of 
allocation has the effect of understating physical plant expenditures 
and overstating expenses in the other three categories of resident 
instruction expenditures.
The rapid growth of the category Other sponsored programs is 
due in part to increases in expenditures for MSU’s computer center. It 
is also due to inclusion of expenditures which had not been previously 
classified as educational and general expenditures. Therefore the 
increase only partially reflects an increase in expenditures. In 
summary, the seven functional categories of educational and general 
expenditures generally had yearly increases in their budgets. However, 
the rate of increase declined during the period, from around 14 percent 
in FY 1969 to around 10 percent in FY 1971.
The classification of expenditures by object in table 13 reveals 
some interesting trends. That classification indicates that expen­
ditures for personal services increased more slowly than over-all 
expenditures, as they declined from 80 percent of the total in FY 1968 
to 76 percent in FY 1971. Capital expenditures also increased more 
slowly, constituting 7 percent of the total in FY 1968 and 5.5 percent 
in FY 1971. An interesting parallel to the U of M can be seen in the
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capital expenditures at MSU. In FY 1970, they allocated $888,000 to 
capital expenditures, an increase of over 45 percent from the previous 
year's expenditures of $612,000. This came one year later than the 
year of the largest amount of capital expenditures at the U of M, which 
occurred in FY 1969. The same budgetary priorities are evident, 
wherein more funds are allotted to capital after the primary priorities 
of maintaining and increasing faculty and staff have been met. Not 
surprisingly, in FY 1971, when the rate of increase in available 
revenue had declined from the previous two years (to about 10 percent^, 
there was also a substantial drop in capital expenditures. The $720,000 
spent for capital in FY 1971 was nearly 19 percent less than the capital 
expenditures for FY 1970.
With both capital and personal services declining in relative 
importance, expenditures for operations obviously increased rapidly 
over the four-year period. The expenditures of $2,431,000 for 
operations in FY 1971 were more than twice the $1,189,000 expended in 
FY 1968. Thus the trend toward the increased relative expenditures for 
personal services in the 1971 biennium which we saw at the U of M, 
did not begin at that early date at MSU. Although the percentages of 
expenditures by object (76 percent at MSU v. 82.9 percent at U of M 
for personal services, and 18.5 percent v. 12.5 percent for operations.
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respectively, in FY 1971) are not directly comparable,^^ the difference 
between those figures is probably great enough to be significant.
Table 14 indicates that from 1968 to 1971, enrollment at MSU
was increasing more slowly than at the U of M (see table 8). In FY 1971
full-time equivalent enrollment at the U of M surpassed that at MSU.
But the slower rate of increase in enrollment at MSU allowed resident
instruction expenditures per student to increase yearly. The rate of 
increase, however, declined from 6.3 percent in FY 1969 to 3.9 percent 
in FY 1971. Adjusted for the effects of substantial inflation in the 
costs of goods and services purchased, "real" resident instruction 
expenditures per student declined in fiscal years 1970 and 1971, by 
2.1 and 3.5 percent, respectively.
The 1969 and 1971 biennia did not see the formation of a nuiriber 
of new departments and programs at MSU. In FY 1969 a Computer Science 
Department was added to the College of Engineering. Also in that year, 
three departments were formed within the School of Education, in 
addition to the previously existing Physical Education Department. But 
this change did not constitute the formation of wholly new departments.
A "Biology Program" and a "Center for Environmental Studies" were added 
to the College of Letters and Science in FY 1971. Expenditures for 
the Biology Program, the Environmental Center, and the Computer Science
^ One factor that prevents direct comparability is that at HSU 
much of the cost of the computer center is charged to the individual 
schools and departments through their operations budgets, rather than 
being budgeted separately. Thus the portion of the cost of running the 
computer center which is for personnel, is eventually reflected as an 
operating expenditure. This has the effect of understating personal 
service expenditures by about 1.5 percent and overstating operating 
expenditures by the same amount, in comparison to the U of. M.
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Department constituted only 1.9 percent of total instruction and 
departmental research expenditures in FY 1971, or 1.2 percent of total 
educational and general expenditures.^^ Paralleling the U of M, the 
vast majority of the increases in available revenue went to existing 
departments and programs, rather than into the creation of new ones.
^^Montana State University, Annual Financial Report, June 30, 
1971 (Bozeman, Montana), pp. 28, 30, and 34.
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TABLE 14
Resident Instruction Expenditures per Full-Time Equivalent Student 
Montana State University, Fiscal Years 1968-1971
FY 1968 FY 1969 FY 1970 FY 1971 
Resident instruction expenditures ($0G0) 8,542 9,685 10,788 11,799
Percent change from prior period 13.4 11.4 9.4
^  Full-time equivalent students 7,061 7,527 8,050 8,479
9
§  Percent change from prior period 6.6 6.9 5.3
CD
2* Resident instruction expenditures per
3  full-time equivalent student ($) 1,210 1,236 1,340 1,392
Percent change from prior period 6.3 4,2 3.9
T3
CD
(/>W
o'3
8
CD 
CD
■a
g- Resident instruction expenditures per full
a
o
time equivalent student in 1903 dollars® 1,210 1,210 1,184 1,142
Percent change from prior period 0.0 -2.1 -3.5
■a o
g  Sources: The l^bntana University System, Office of the Executive Secretary, Financial Report for Fiscal
g"' Year Ending June 30. 1970 (Helena, Montana, 1970); idem. Financial Report for Pi seal Year Ending June ?0.
^  1971 (Helena, Montana, 1971); idem, unpublished data (Helena, Ntontana, 1972).
3= Note: "Full-time equivalent" students represent an estimate of full-time students based on the total
°  number of credit hours registered for and assuming IS credit hours per undergraduate student and 12
^  . credit hours per graduate student.
CD
§  ^ f l a t e d  using the gross national product implicit price deflator for state and local government
w' purchases of goods and services for fiscal years 1968-1971,
o\O
Chapter 6
MONTANA STATE UNIVERSITY IN THE 1973 BIENNIUM
The Crunch Is More Severe at Montana State
Table 15 Indicates that MSU had a decrease in available funds 
for educational and general purposes of nearly 2 percent in the budget 
for FY 1972. Primarily responsible for that decline was the drop in 
revenue from state sources. The general fund appropriation for FY 1972 
of $7,105,000 was more than 8 percent less than the appropriation of 
$7,750,000 for FY 1971. As a result the proportion of total available 
revenue made up by the general fund appropriation dropped from 63 per­
cent in FY 1971 to under 59 percent in FY 1972. The $1,887,000 budgeted 
from the millage account for FY 1972 is 2 percent less than that spent 
from the millage fund in FY 1971. The millage actually allocated to 
MSU in FY 1972 was $2,000,000, but $113,000 of that was not expended 
and was carried over to FY 1973. (See footnote a of table 15^
The increase of nearly 26 percent in student fee collections 
($2,694,000) in FY 1972 is primarily a result of the increase in the 
rates of individual student fees, because MSU had a drop of 1.3 percent 
in enrollment in that year (see table 17). Additionally, the admin­
istration tightened up the criteria for granting fee waivers to 
students. In comparison to the U of M the shifts in revenue patterns 
at MSU were more extreme. That is, the cut in the general fund 
appropriation was more substantial, and increase in student fee revenue 
budgeted to be spent was nearly twice as great. As a result of those
61
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Annual Operating Budgets for Educational and General Funds 
Ibntaiia State University, Fiscal Years 1971-1973
62
Fiscal Year 1971 
Amount
Fiscal Year 1972 Fiscal Year 1973
Financing
Student fees 
General fund 
Millage 
Federal funds
Endonment, gifts and grants 
Regent's Equity Fund 
Carry-over from prior period
Total
Expenditures by function
Administration and general 
expense 
Instruction and departmental 
research 
Libraries
Physical Plant operation 
Subtotal--resident 
instruction
Organized research 
Extension and public service
Total
Expenditures by object
Salaries and wages 
Professional salaries 
Other salaries 
Benefits
Total personal services
Operations
Capital
Total
Percent change in total 
from prior period
(*000)
Percentage 
of Total
12,308 100.0
Atnoiuit
($000) Percentage of Total
12,099
2,143 17.4 2,694 22.3
7,750 63.0 7,105 58.7
1,925 15.6 1,887 15.6
203 1.7 207 1.7
90 0.7 100 0.8
0 0.0 106 0.9
192 1.6 0 0.0
12,308 100.0 12,099 100.0
1,259 10.2 1,295 10.7
8,733 71.0 8,588 71.0
597 4.9 600 5.0
1,338 10.9 1,265 10.5
11,926 96.9 11,748 97.1
253 2.1 227 1.9
129 1.0 124 1.0
12,308 100.0 12,099 100.0
7,257 59.0 7.251 59.9
1,755 14.3 1,777 14.7
822 6.7 974 8.1
9,834 79.9 10,003 82.7
1,832 14.9 1,694 14.0
641 5.2 403 3.3
100.0
Amount
($000)
2,900
7,105
2,025
207
100
106
213
12,657
1,365
8,964
60S
1.369
12,303
229
124
12,657
7,527
1,836
1,059
10,422
1,863
372
12,657
Percentage 
of Total
22.9
56.1
16.0
1.6
0.8
0.8
1.7
100.0
10.8
70.8
4.8
10.8
97.2
1.8
1.0
100.0
59. S 
14.5 
8.4
82,3
14.7
2.9
100.0
•1.7 4.6
Sources: The Fhntana University System, Office of the Executive Secretary, Budgetary Data, Item 219-000, Budgets.
Fiscal Year 1971-72, duly 12, 1971 (Hclen.a, Montana, 1971); idem. Budgetary Uaia] item 2.T2-000, Budgets, Fiscui 
Year 1'9)2-"7.3. April 11). 1972 (Jleicna. Mbntana, 1972).
Note; Detail may not add to total because of rounding.
“The amounts listed as carry-overs are revenues that were collected in the prior period but were not expended, 
and were carried over to the next period. They consist mostly of student fees. Rjwevcr, $115,000 of the $215,000 
listed as a carry-over for FY 1973 is from the millage account, collected in IT 1972. The amounts listed in the 
categories other than the carry-over category arc the net amounts, expected to lie expended in those years.
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shifts, and the $213,000 carry-over to FY 1973, there was nearly 2 per­
cent less revenue available In FY 1972 than in FY 1971.
The Operating Budget for Expenditures in Fiscal Year 1972
Montana State University has not followed the general practice 
of applying broadly based budget guidelines to all Individual schools 
and departments, as has been the practice at the U of M. Rather, each 
dean was given an allotment for salary increases, for operations, and 
for capital. This investigator was not given access to internal 
operating data at MSU, as he was at the U of M, and therefore was some­
what handicapped in determining whether the impact of the reduced level 
of funding varied significantly from one school or division within the 
University to another. However, the administrators at MSU were generous 
with their time and were reasonably candid in their observations and 
answers to specific questions. It is believed that the impact did 
not vary greatly from one department to another, at least for two 
departments within the same school.
There were some University-wide budgeting criteria that are 
evident in the expenditures classifications of table 15. Paralleling 
the U of M, and consistent with the trend that had begun a year earlier, 
capital expenditures were drastically reduced. The decision was made 
that capital expenditures would be cut by 50 percent, with the exception 
of the library's capital budget, which was not reduced as much. The 
result, shown in table 15, was that the capital budget of $403,000 for 
FY 1972 was 37 percent less than the budget of $641,000 for FY 1971.
The instructional departments had practically no capital budgets in
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FY 1972. The budget for operations, of $1,694,000 for FY 1972, 
represented more than a 7 percent cut from the budget for FY 1971.
Much of that cut was the result of a reduction by one third in the 
out-of-state travel budget.
The changes in the personal services budget for FY 1972 and the 
administrative decisions behind those budgets are strikingly similar to 
those at the U of M. The deans and administrators at MSU did not want 
to reduce personnel, particularly faculty. They point out that, for 
one thing, the student-faculty ratio would be increased by such a move. 
Thus the budget for personal services for FY 1972 was not reduced from 
that of FY 1971. The budget of $7,251,000 for professional salaries was 
virtually unchanged from the budget for FY 1971. The budget of 
$1,777,000 for nonprofessional salaries is only about 1 percent larger 
than the budget for the previous year. As expected, the budget for 
fringe benefits is substantially larger than for the previous year.
The figure of $974,000 for FY 1972 represents an increase of 18 percent 
over FY 1971. The total budget for personal services of $10,003,000 for 
FY 1972 represents an increase of about 2 percent from the budget for 
FY 1971.
The most significant change in the structure of the budget is 
the increase in the proportion of the total educational budget which 
was allocated to personal services. The FY 1971 budget, which allocated 
79.9 percent to personal services, was right in line with the 80-20 
allocation which is considered optimal. In FY 1972 the percentage of 
the budget which was allotted to personal services had increased to
82.7 percent. This percentage is comparable to the 84 percent at the
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U of M for FY 1972, when the effect of including the total cost of the 
computer center in the budget for operations is considered (see 
footnote 14).
The fact that the fiscal crunch was more severe at MSU would 
lead one to expect more noticeable effects in the functional categories 
of educational expenditures. Despite many similarities in the reactions 
of the two schools, probably the most significant difference is 
reflected in resident instruction expenditures. The MSU administration 
decided to reduce building maintenance. That reduction is reflected 
in the 1972 physical plant budget of $1,265,000 which is nearly 6 per­
cent less than the budget of $1,338,000 for FY 1971. It will be 
remembered that the U of M physical plant budget for FY 1972 was more 
than 12 percent larger than the 1971 budget. The budget increase at 
the U of M reflected the conviction of the administration that reducing 
the level of maintenance is shortsighted, because eventually large 
outlays would be necessary to repair the damage resulting from several 
years of insufficient upkeep. The cut in the physical plant budget at 
MSU, and also the cut in organized research and extension and public 
service reflect the higher priority given to the ongoing educational 
programs.
The instruction and departmental research budget of $8,588,000 
for FY 1972 represents a cut of about 2 percent from 1971*s budget.
That budget reduction was achieved through the cuts in operations and 
capital, rather than cuts in personnel. The functional category 
administration and general expense was the only one to receive a
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significant budget increase in 1972, while the library budget was 
virtually unchanged.
The data in table 16 provide a very good portrayal of the impact 
of the budget constraint on the full-time instructional faculty at 
Montana State University. These data are also comparable with the same 
figures for the U of M, in table 10. The most revealing figures are 
those for full-time faculty. The number of full-time faculty whose 
primary function is instruction actually decreased in FY 1972 by 9. The 
decrease from 417 in 1971 to 408 in 1972 was a drop of 2.2 percent.
This reduction in faculty was not accomplished by letting faculty 
members go. In fact, administrators at MSU were surprised to learn 
that the number of full-time faculty had dropped. This apparent drop 
may have been due in part to changes in the duties of faculty members 
which caused them to be excluded from the FY 1972 figures. But it may 
have also been achieved by not filling some of the positions which were 
vacated by normal attrition and retirement. It is also interesting to 
note that full-time faculty did not increase significantly in FY 1971, 
compared to increases of 3.4 percent in 1969 and 4 percent in 1970.
Thus, the yearly increase in full-time instructional faculty had stopped 
in the year before the 1973 biennium began.
Although salary raises may not have been determined on a 
University-wide basis, the figures in table 16 for average salary 
increases by rank indicate that most of the deans must have adopted a 
system very similar to that which was used at the U of M. That is, 
lower-ranked faculty received larger percent raises. The average raise 
at MSU in 1972 for each rank was very similar to those at the U of M
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Montana State University Faculty and Faculty Salaries
Fiscal Years 1968-1972
FY 1968 FY 1969 FY 1970 FY 1971 FY 1972
Average salaries of full-time faculty by rank ($)
Professor 14,128 14,667 15,157 15,962 15,922
Associate professor 11,174 11,763 12,161 12,770 12,787
Assistant professor 9,323 9,923 10,277 10,848 10,950
Instructor 7,290 7,577 7,937 8,411 8,837
Lecturer 8,050 8,000
Average salary, all ranks 10,862 11,324 11,845 12,318 12,580
Percent change from prior period 4.3 4.6 4.0 2.1
Total compensation (salary plus fringe benefits)
Average compensation, all ranks ($) 11,601 12,240 12,841 13,423 13,876
Percent change from prior period 5.5 4.9 4.5 3.4
Fringe benefits as a percentage of
average salary 6.8 8.1 8.4 9.0 10.3
Average salary increases by rank (in percentages)“
Professor NA NA 4.S 5.7 0.9
Associate professor NA NA 5.5 6.4 1.7
Assistant professor NA NA 5.8 8.1 2.6
Instructor NA NA 5.4 5.8 4.9
All combined NA NA 5.2 6.7 1.9
Full-time faculty, by rank
Professor 107 106 113 100 107
Associate professor 101 94 107 115 115
Assistant professor 127 ISO 155 153 149
Instructor 52 47 42 49. 37
Lecturer *0 5 I 0 0
Total 587 400 416 417 408
Percent change in total from
prior period 3.4 4.0 0.2 -2.2
Sources: Ibntana State University, Office of tJw President, unpublished reports to the American
Association of University Professors on academic salaries and compensation, years 1967-68 to 
1971-72 (Missoula, f^bntana).
Notes: Only faculty members whose miior regular assignment is instruction, and department chair­
men witliout other administrative titles, are included. Excluded are coaches, librarians, coun­
selors, deans, associate deans, and those engaged for more than one-half time in organized re­
search or other nonteaching functions. ICA denotes not available.
^Average salary increases (in percentages) were based on the salaries of those who were on the 
Staff both years. A  faculty mcm!)cr who received a promotion in rank in the second year was in­
cluded at his former rank.
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(see table 10), although the raises at MSU were somewhat higher. The 
average raise for all faculty combined of 1.9 percent compares to the
average of 1.5 percent at the U of M in FY 1972. The average raise
of 1.9 percent compares with average raises of 5.2 percent and 6.7 per­
cent for the previous two years at MSU. Thus while raises had been 
comparable at the two schools in the previous two years, the effect of 
the fiscal crunch on faculty raises was nearly the same at both schools.
The first part of table 16 indicates that the average salary
for all ranks was increasing by more than 4 percent a year for fiscal
years 1969 through 1971, but then dropped to about 2 percent in 
FY 1972. Fringe benefits as a percentage of average salary increased 
even more rapidly at MSU than at the U of M, from 6.8 percent in 
FY 1968 to 10.3 percent in FY 1972. The financial constraint did not 
affect the rate of increase in fringe benefits.
Table 17 compares average salaries for all ranks at MSU and the 
U of M to those for ten Rocky Mountain State Universities. The figures 
show that although salaries and compensation have both been increasing 
at Montana universities, salaries and compensation have been increasing 
much more rapidly at the other state universities in the Rocky 
Mountains. Whereas the average salaries at the U of M and MSU were 
about the same as Rocky Mountain salaries In FY 1968 (102 and 97.3 per­
cent of Rocky Mountain salaries, respectively), they had dropped to less 
than nine tenths of Rocky Mountain salaries In FY 1972 (89.9 and 88.1 
percent, respectively). This is one of the reasons why some university 
administrators in Montana do net feel that budget cutbacks to the 
Montana University System are justified. The table also shows that
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
69
TABLE 17
Faculty Salaries and Compensation at ^bntana Universities 
Compared with Ten Rocky Mountain State Universities 
Fiscal Years 1968-1972
Averages, All Ranks Combined ($) 
University î'bntana State Rocky of Montana University
Montana Figures as a Percentage of 
Rocky Mountain Figures 
University Montana State
Mountain of ̂ bntana University
Average salaries, by year
FY 1968 11,387 10,862 11,169 102.0 97.3
FY 1969 11,671 11,324 12,099 96.5 93.6
FY 1970 12,309 11,845 12,733 96.7 93.0
FY 1971 12,712 12,318 13,621 93.3 90.4
FY 1972 12,834 12,580 14,273 89.9 88.1
verage compensation, by year
FY 1968 12,133 11,601 11,841 102-5 98.0
FY 1969 12,581 12,240 12,972 97.0 94.4
FY 1970 13,308 12,841 13,607 97.8 94.4
FY 1971 13,822 13,423 14,625 94.5 91.8
FY 1972 13,992 13,876 15,675 89.3 88.5
Sources: Montana State University, Office of the President, unpublished reports 
compiled by William A. Johnstone, Vice President for Administration, from 
American Association of University Professors' data (Bozeman, Montana, 1972).
Note: The ten Rocky Mountain State Universities are institutions from the 
following states: Arizona, Colorado, Idaho, Nevada, New Mexico, Utah and
Wyoming.
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although salaries at MSU are lower than at the U of M, MSU salaries have 
been catching up.
The Budget for Fiscal Year 1973
The original budget for FY 1973 anticipates an increase in 
available revenue of nearly 5 percent over 1972. Table 15 indicates 
that an increase of about 8 percent in student fees is anticipated.
The general fund appropriation for 1973 is the same as for 1972 
($7,105,000).
Salary raises were more substantial (approximately 4 percent) 
for FY 1973 and the result was increases in the budgets for profes­
sional and other salaries of around 3 to 4 percent. Again, expenses 
for fringe benefits have continued their rapid increase. The budget 
of $1,059,000 for fringe benefits is nearly 9 percent greater than the 
budget for 1972. The largest budgetary increase was given to operations 
which received an increase of 10 percent. The capital budget for 1973 
was further reduced. The $372,000 budget is 8 percent less than the 
$403,000 figure for 1972.
The combination of these budget changes from the 1972 budget 
was such that the proportion of the total budget allocated to personal 
services did not increase. It was 82.7 percent in FY 1972 and 82.3 per­
cent in FY 1973. The fact that the total budget for professional and 
other salaries increased by about the same percentage (3 to 4 percent) 
as salary raises (approximately 4 percent) strongly indicates that few 
new positions were created. MSU was able to reverse the trend of 
continuing to allocate a greater proportion of the budget to personal
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services. This contrasts with the U of M, where that percentage 
increased from 84 in 1972 to 85 in FY 1973.
In the functional expenditure categories, the physical plant 
budget received the largest percent increase, more than recouping the 
cut it had taken in FY 1972. Both administration and general, and 
instruction and departmental research received increases of about 
5 percent from FY 1972.
The budget cut at MSU in FY 1972 happened to take place in the 
same year as a drop in enrollment. Table 18 shows that since the 
decrease in budgeted resident instruction expenditures was nearly 
identical to the drop in enrollment, there was no significant change 
in expenditures per full-time equivalent student. With inflation of 
around 5 percent during that period, the amount of "real" resources 
available for the education of each full-time student also declined 
by about 5 percent. Given the 3 percent drop in enrollment in FY 1973, 
table 18 projects the first increase in "real" expenditures per student 
in any year considered in this study.
The priorities underlying MSU's reaction to the fiscal crunch 
were very similar to those which were evident at the U of M. Existing 
programs, departments, and schools were maintained and were provided 
with the most financial support possible. The financial constraints 
at MSU also did not produce the outward, highly visible signs of change 
some may have wanted. Rather, it was a period of retrenching and belt- 
tightening.
What about the réévaluation of priorities that many felt was the 
message of the legislature? As has been seen, there was not a lot of
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TABLE 18
Budgeted Resident Instruction Expenditures per Full-Time Equivalent Student 
Montana State Ifriiversity, Fiscal Years 1971-1973
FY 1971 FY 1972 FY 1973& 
Resident instruction expenditures ($000) 11,926 11,748 12,303
Percent change from prior period -1.5 4.7
Full-time equivalent students 8,479 8,373 8,101
Percent change from prior period -1.3 -3.2
Resident instruction expenditures per 
full-time equivalent student ($) 1,407 1,403 1,519
Percent change from prior period -0.3 8.3
Resident instruction expenditures per full­
time equivalent student in 1968 dollars 1,154 1,094 1,133
Percent change from prior period -5.2 3.6
Sources: The Montana University System, Office of the Executive Secretary, Budgetary
Data, Item 219-000, Budgets, Fiscal Year 1971-72, July 12, 1971 (Helena, Montana, ^
1971); idem. Budgetary Data Item 222-000, Budgets, Fiscal Year 1972-73, April 10, 
1972 (Helena, Mbntana, 1972); idem, unpiihfi'shed data (Helena, Montana, 1972).
Note: "Full-time equivalent" students represent an estimate of full-time students
based on the total number of credit hours registered for and assuming 15 credit 
hours per undergraduate student and 12 credit hours per graduate student.
®FY 1973 data are based on actual enrollment for suntner and fall quarters of 1972 
and projected enrollment for winter and spring of 1973.
*^flated using the gross national product implicit price deflator for state and 
local government purchases of goods and services for fiscal years 1971 and 1972 
and assuming a diango of 4.5 percent for FY 1973, slightly less than tJie 5.25 percent 
change in the deflator for FY 1972.
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substantive change evident in the budgets for the two fiscal years in 
the 1973 biennium. However, administrators at MSU believe that an 
earnest réévaluation has been taking place. As evidence of that 
réévaluation they cite the committees that are studying various aspects 
of campus operations. The Graduate Council has been evaluating 
graduate programs and has recommended cuts. One of their recommen­
dations, which was followed, was to terminate the use of the degree 
Master of Science in Applied Science. This had become a catch-all 
degree for students in various fields. Several dozen of these degrees 
had been awarded yearly in the past few years. One effect of the new 
fiscal realities has obviously been a halt in the proliferation of new 
degree programs. Approximately eighteen new degrees (both graduate and 
undergraduate) had been instituted in the four years preceding the 1973 
biennium. But apparently there have been no graduate programs curtailed 
or eliminated, such as a particular department no longer granting a 
Ph.D. in that field. The MSU administrators and deans have been 
unwilling to bring about economies in this manner.
There are committees studying other aspects of MSU’s activities. 
An Accreditation Committee is studying the undergraduate programs. 
Administrators assert that a very intensive review of the agricultural 
programs and instruction has been taking place. Another committee is 
examining everything other than instruction, such as the Registrar’s 
Office and the Business Office.
The MSU administration has been examining their policies con­
cerning courses with small enrollments, in an attempt to develop 
reasonable internal standards. Cost per student credit hour and other
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similar data reportedly enter more prominently into the deliberations of 
the budget committee now. Furthermore, the assistant deans are said to 
evaluate each faculty member in terms of how many student credit hours 
he generates, how much time he spends in class preparation, on com­
mittees, advising students, and so on. This sort of evaluation is 
difficult and no doubt becomes somewhat subjective, but it represents a 
worthwhile attempt to make better use of the available resources over 
the long run.
The use of these quantitative criteria in budgeting, however 
unsophisticated they may be, represents one of the most significant 
differences in the philosophies of the administrations of the two 
schools. The U of M administration seems less inclined to foster the 
production of that sort of data and to use it in budgeting. That 
disinclination arises in part from the belief that academic accom­
plishment cannot be measured quantitatively. The feeling is fairly 
widespread in other quarters that those quantitative measures, as 
imperfect as they are, should play a reasonably prominent role in 
planning and budgeting.
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Chapter 7
SUMMARY OF THE STUDY AND ITS MAJOR FINDINGS
This investigation has sought to measure the impact of the 
general fund appropriation cut for the 1973 biennium on the educational 
programs at the University of Montana and at Montana State University. 
Many have interpreted the cutback to have been a mandate for the schools 
to reevaluate educational priorities and to find ways to use the avail­
able resources more effectively. This study has attempted to determine 
what changes have taken place as a result of the appropriation cutback. 
The basic approach involved quantifying the effect of the cutback on 
available revenue, on educational budgets, on expenditures per student, 
and on faculty salaries.
Although there was an increase in the state's general fund for 
the 1973 biennium, both universities were handed a substantial cut in 
their appropriation, which is by far their major source of educational 
revenue. A major conclusion has been that the 1973 biennium was a 
period of general belt-tightening at both schools rather than one of 
fundamental change. Such changes were forced on the two schools because 
a larger increase in the rates of individual student fees compensated 
for the decline in the general fund appropriation.
The budgetary policies that were adopted by both universities 
were strikingly similar. Primary emphasis was placed on maintaining 
existing departments and programs and maintaining faculty and staff at
75
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their former numbers. In order to achieve those ends, capital expen­
ditures had to be cut drastically. Faculty salary raises, which had 
averaged over 6 percent at both schools in fiscal years 1970 and 1971, 
averaged less than 2 percent in FY 1972.
Fiscal year 1972 also served as a transition from a period of 
steadily increasing enrollments to one of declining enrollments. As 
a result, the previous trend of a decreasing amount of real expenditures 
per student was reversed. The belt-tightening in FY 1972 allowed both 
schools to achieve budgetary increases in FY 1973, the second year of 
the 1973 biennium. Salary raises of 5 percent were awarded at the 
University of Montana, while raises averaged about 4 percent at Montana 
State.
A number of changes have taken place in the 1973 biennium, 
many fostered in the atmosphere surrounding the budget cut. None of 
the changes was of a fundamental nature. Many budding graduate programs 
at the U of M were scrapped, while admissions to others were curtailed. 
Both schools have established committees which have been studying 
various aspects of their respective university’s operations. There is 
evidence of a higher degree of cost consciousness at both universities 
and a departure from the "growth” psychology of the sixties.
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APPENDIX
The six instructional units of the Montana University System use 
five major fund groupings in their accounting systems. They are as 
follows:
1. Current funds: These are funds available for use in
current operations, and may be either restricted or 
unrestricted, depending upon whether limitations or 
restrictions have been placed upon their use by outside 
individuals or agencies. There are three major sub­
groupings of current funds :
a. Educational and general funds: These are the funds 
which are used to support the instructional programs, 
the administration, organized research, libraries, 
physical plant, and extension and public service.
b. Student financial aid funds : Scholarships, prizes
and awards.
c. Auxiliary enterprise funds: Examples of auxiliary 
enterprises are: food service and residence halls, 
family housing, health service, printing and clerical 
services, intercollegiate athletics, and the swimming 
pool.
2. Student loan funds: These are used for educational loans 
to students.
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3. Endowment funds ; The principal of endowment funds is 
unexpendable and only the income earned on these funds may 
be expended.
4. Plant funds; There are three subgroupings of plant funds;
a. Those to be used for construction, acquisition and 
rehabilitation of physical plant.
b. Those to be used for debt retirement and for debt 
service on existing facilities.
c. Those representing the physical assets of the 
University and the equity of the University in those 
assets.
5. Agency funds : These are funds which belong to other 
individuals or organizations for whom the University is 
acting as custodian or fiscal agent.
This investigation has been confined entirely to group l.a.: 
Current restricted and unrestricted educational and general funds.
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